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■ft chief quits after 

§? ^ Dutch bid fails 

vr;: iieo Peeters, chief executive of Banque Bruxelles 

U...C: •:..".l 3 *v Lambert resigned yesterday following the failure 
v r. 15 r-sir:.-.. ■‘" 05 * ^ of Interoatianafe Nederianden Groep, the Dutch 

MADRID .-; financial services group, to bid for BBL, one of 
:*.h ::-r .■-.15 % Belgium's big three banks. Mr Peeters and most 
lW " ---- .c 'V. ofBBL’s management strongly supported the 

.V r '' f **■ - r T;jj. jjjg proposals, but the Dutch group backed out 

VIENNA ’ ; v last month. Page 16 

^ ^ Observers held by Khmer Rouge; Six 

"V: V'' J •■ iQ,.'F ON peacekeepers were still being held by Khmer 

■%T yvb-- v S-K? 110,186 in Cambodia after more than 

** > .*““-s "«3 , . ? 24 hours. Another six UN staff were injured in 

^■■“:i.\] :: -tr mine explosions. Page 4 

nfcii’lr. ^ UN so Idler kidnapped: A Danish soldier 

: TLl'-- -•: - " with the UN Protection Force in Bosnia was kid¬ 

napped while jogging near Sarajevo. He was seized 
in Croat-held Kiseljak about 15 miles from the 
Bosnian capital. Ministers to discuss violations 
by Serbia, Page 2 

7* t 7 ~~? n r. China Mamas Britain: Chinese premier LI 

IV B. ^ b Qd! 1 hlamed the Hong Kong government for 

* \r this week’s 10 per cent fall in the British colony’s 
stock market. He said China had no role in the 
■wd -v.--'. ?•.. - stock market panic. Chinese leaders ‘don’t want 

:vt-r to deal with Patten*, Page 4; World stocks. Page 34 

*^crlv ?rj- .\-r Nomura Securities, Japan's biggest broker, 

■" „ „ .. J ;, --i c^ ; is to shed 10 per cent of its workforce - 1,400 

..1,~ !. ■' staff - over three years. It will also close many 

. : } of the broking boutiques it opened in Japanese 

-V”' ' : v ' ! ^ stores and shopping mails. Page 18 

SiSCAi’O-.L • ~mv - Greek premier s a cka cabinet: Greek prime 
ridiiitr::,: minister Constantine Mltsotakis sacked his cabinet 

L.-Wi GT r ■ ‘' and said he would form a new government within 

■L.r. T ' 24 hours. Page2 

iv pi. -^--1 i>.p • . 

ijicl iT.d-.:.-.:r y- u j. Last Gatt details: US and European Community 

KUALA LLiii' 1 . r : officials were meeting in Brussels yesterday to 

rte ir.dt-\ v. 1 - ■ . finalise the the last details erf the farm pact which 

«f« r ' r - clears the way for a global trade deal, the European 

MANIL A - - Commission said. France keeps up pressure, 

hunting .7. ;.j Page6 

- Union des Assurances de Paris, France’s 
~ y~- largest insurance group, announced a FFrL4bn 

J* ($259m) recapitalisation for its banking unit. 

Oiii tii- Banque Worms. The move signals the severity 

r : of the Paris property market collapse. Page 15 

ti> ,7r Indian official chargecfe V.Krisbnamurthy, 

a former top figure In India's .state-owned industry, 

__ has been charged with accepting secret commission 

~ ' * payments from unnamed overseas companies 

-——-- while ebairman of two state companies. ■ 

Paged 

Summit on-Angola: Southern Africa's Frontline 
states are to bold an emergency summit, possibly 
next week, about Angola’s crumbling peace accord. 
General Alexandre Rodrigues, head of Angola's 
head of military intelligence. 

Executive quits: Karl Dersch, 57, international 
marketing director for Deutsche Aerospace, has 
left the company alter newspapers reported that 
he flies the old German imperial war flag in his 
front garden. The flag has become the favourite 
banner of neo-Nazis. Observer, Page 13 

Space shuttle launched on secret mission 
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The US space shuttle Discovery blasted off from 
Cape Canaveral, Florida, on a secret mission 
to launch what is believed to be a spy satellite. 
Five astronauts are on board. The mission is 
the last of 1992 and the last which will carry a 
classified military cargo. 

Japan’s computer project: Japan is 
launching a 10-year, Y60bn (3480m) project to 
teach computers to think like humans. “Our com¬ 
puter will have quite excellent intuitive sensory 
power,” said Rajime Irisawa, executive director 
of the project 


Swiss passi ons run high: The Swiss, not 
known for emotional outbursts, are passionately 
debating whether to join the European Economic 
Area. They noli vote in a referendum on Sunday, 
Page 14 
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F rench franc 
struggles in 
spite of 

intervention 


By Peter Marsh In London, 
Quentin Peel In Bonn and 
William Dawkins in Paris 

INTERVENTION by the 
Bundesbank yesterday failed to 
provide more than a modest lift 
to the French franc, in a develop¬ 
ment which held out the possibil¬ 
ity of further strains in the 
embattled European exchange 
rate mechanism. 

The action by the German cen¬ 
tral bank in buying francs for 
D-Marks was triggered by further 
shifts of US and European inves¬ 
tors funds into the D-Mark, as a 
result of widespread perceptions 
that German interest rates were 
likely to stay high for some time. 

The latest signs of tensions in 
the ERM, which threaten a fur¬ 
ther round of realignments to fol¬ 
low the three whicb have taken 
place since September, are due to 
be discussed today by French and 
German political leaders in a 
two-day meeting in Bonn prior to 
next week’s European Commu¬ 
nity summit in Edinburgh. 

Mr Helmut Kohl, the German 
chancellor, and Mr Francois Mit¬ 
terrand. the French president, 
are to confer with their foreign 
and finance ministers about 
broad foreign policy issues, 
including the outcome of the Gatt 
trade negotiations. 

As the franc fell in early trad¬ 
ing yesterday to a 10-week low 
against the D-Mark, a senior 
French finance ministry official 
formally denied market rumours 
that the Bundesbank was putting 
pressure on France to raise inter¬ 
est rates to defend the franc. Nei¬ 
ther had French and German 
authorities had discussed moving 
the franc into a narrower ERM 
hand, the official said. 

In recent days, there has been 
intense market speculation that 


the two countries might be pre¬ 
paring a plan to “harden- the 
ERM by some unspecified initia¬ 
tive in order to damp the recent 
selling pressure against some of 
the weak currencies. 

Yesterday’s intervention by the 
Bundesbank - which took place 
in at least two separate rounds in 
the morning and afternoon - 
propped the franc from its low 
point of FFr3.4150 to the D-Mark. 
The support was reciprocated by 
action from the Bank of France 
purchasing its own currency for 
D-Marks, in a repeat of its inter¬ 
vention on Tuesday. 

But the combined operations of 
the two central banks succeeded 
in lifting the franc only as Tar as 
a closing level in London of 
FFr3.411 to the D-Mark, a posi¬ 
tion barely changed from the pre¬ 
vious close of FFr3.412 and 
within two centimes of its 
FFr3.43 ERM floor. 

As a wave of concern about the 
ERM’s future swept Europe, 
other events yesterday included: 

• Mr Piero Baruccu the Italian 
treasury minister, told the parlia¬ 
ment in Rome that the ERM 
would need a major revision if 
the D-Mark continued to domi¬ 
nate the other seven currencies 
in the system. 

• The central banks of the 
Netherlands, Belgium and Den¬ 
mark bought the Danish krone 
on currency markets in exchange 
for guilders and Belgian francs to 
prevent the weakest ERM mem¬ 
ber from falling through its ERM 
limits. At the close of European 
trading, the krone was quoted at 
around 3.88 to the D-Mark, just 
above its floor of 3.90. 

• The Belgian central bank, 
custodian of one of the stronger 

Continued on Page 14 
Currencies, Page 30 


The Bundesbank 
begins to make 
its voice heard 


By Christopher Parkes 
in Frankfurt 

THE GUARDIANS of the D-Mark 
have forsaken their traditional 
low-key communications tech¬ 
niques. Mr Helmut Schiesinger, 
Bundesbank president, and his 
partners on the bank's council 
have taken instead to shouting 
their message from the rooftops. 

In a series of speeches they 
have spelt out with uncommon 
and increasing clarity the failings 
of German financial and eco¬ 
nomic policies, and exposed the 
potholes in the road to European 
monetary union. 

The Bundesbank has taken 
advantage of the confusion and 
uncertainty paralysing European 
Community politics and disrupt¬ 
ing money markets. After absorb¬ 
ing intense and fierce criticism of 
its policies for almost two years, 
it feels the time has come to do 
more than repeatedly defend its 
rigid stance and has sprung on fo 
the offensive. 

Irritated by demands from for¬ 
eign po liticians for interest rate 
cuts, the bank is shooting back. 
It has also successfully offloaded 
the responsibility for its rigid 
monetary stance on to Bonn. 

Mr Schlesinger's camp aign i n g 
reached a new high on Tuesday 
when he announced that mecha¬ 
nisms designed to keep the Euro¬ 
pean Monetary System stable did 
not work. 

The obligation on central 
hanks to Inte rvene in support of 
weaker currencies within the 


exchange rate mechanism was 
little more than an invitation for 
speculators, he said. 

The bank is estimated to have 
lost more than DMlbn (S600bn) 
during recent fruitless battles to 
defend sterling and the lira, and 
was intervening again yesterday 
as the French franc came under 
strain. 

Mr Schiesinger underlined his 
concerns by repeating a blast 
from a speech made 10 days ear¬ 
lier. He proclaimed that the eco¬ 
nomic convergence criteria gov¬ 
erning the transition to a 
common currency were neither 
clear nor tough enough. Without 
changes, monetary union could 
be infected with the deadly infla¬ 
tion virus from the outset 

While insisting that there is no 
need for fundamental reforms, 
the bank has made clear how lit¬ 
tle it thinks of politicians' 
attempts at monetary engineer¬ 
ing. 

Although Bonn appeared to 
have accepted that priority 
should be given to cutting subsi¬ 
dies rather than shuffling the 
numbers, Mr Schiesinger is still 
waiting for signs of the drastic 
economies urged by Chancellor 
Helmut Kohl's independent 
advisers. 

Apart from higher short-term 
borrowing, anathema to the 
bank, the government had not 
yet found a way to share out the 
costs of unification, he said. If a 
solution was not Found the issue 

Continued on Page 14 
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Rotten 
case of 
the bent 
bananas 


By Ian Hamilton Fazey In 
Manchester and David Dodweli 
in London 

BRITISH Customs officers 
investigating an alleged £1.6m 
(82.4m) “banana laundering" 
fraud have “detained" 53 tonnes 
of bananas shipped from the 
Netherlands to Britain. They 
have also removed documents 
from an importing company in 
north-east England. 

Officers said the “bent" 
bananas are believed to have 
been bought at low Latin Ameri¬ 
can prices, and that importers 
allegedly intended to relabel 
them to be sold in Britain at 
prices which included European 
Community subsidies. 

“We believe this is very simi¬ 
lar to frauds which exploit the 
ECs Common Agricultural Pol¬ 
icy", UK Customs and Excise 
said yesterday. 

There have been mounting 
fears of “banana running" into 
the UK as the establishment of 
the single European market 
approaches on January 1. 

This is because of a 15 per cent 
price difference between cheap 
“dollar" bananas from Latin 
America freely available in Ger¬ 
many, Belgium and Denmark, 
and more expensive bananas 
which have protected access to 
markets including France, the 
UK, Spain and Portugal. 

The expensive bananas come 
from former French and British 
colonies or overseas territories 
(mainly in the Caribbean), 
Madeira, the Canaries and 
Cyprus. 

Efforts to reform the EC 
banana import regime have been 
deadlocked for more than a year. 
Germany is unwilling to pay 
more for bananas, while coun¬ 
tries such as France and the UK 
will not renege on Lome Conven¬ 
tion commitments to protect 
livelihoods in former colonies. 
This paralysis has left the door 
open to “banana r unning- 

Mr John Gammer. UK agricul¬ 
ture minister, warned yesterday 
that there could be "chaos" if EC 
member states did not know by 
January 1 how tbe regime was 
going to be reformed. 

Investigation of the alleged 
Humberside fraud be g a n a year 
ago. Customs said there had 
been no arrests or charges and 
stressed the bananas had been 
"detained” rather then “seized". 

The bananas are understood to 
have come from Nicaragua, and 
to have been hidden under 22 
tonnes of bananas from the 
Caribbean island of Dominica, a 
former British colony. The 
bdAanas are understood to be 
ripening In detention and may 
have to be destroyed. 


Five EC states fall behind 
in single market legislation 


By Andrew Hill in Brussels 

FIVE EUROPEAN countries 
appear to be felling behind their 
EC partners in the race to put EC 
legislation on the single market 
into force. 

Mr Martin Bangemann, EC 
internal market commissioner, 
has written to Britain, Spain, 
Luxembourg, Belgium and Italy 
urging them to accelerate the 
progress of stogie market legisla¬ 
tion through national parlia¬ 
ments as the January 1 deadline 
for opening borders gets closer. 

According to Commission offi¬ 
cials. Britain - which lays par¬ 
ticular stress on the proper 
implementation of EC laws - 
and Spain have not replied to Mr 
Bangemann's letters. However, a 
senior UK official said London 
had not even received the Com¬ 
mission warning. 

EC directives cannot take 
effect until they are transferred 
into national law, and the Com¬ 
mission is worried that, if it does 
not put pressure on laggard coun¬ 
tries now, the single market will 
be badly flawed when it opens for 


business on January 1. Brussels 
is particularly worried about the 
failure of some countries lo 
implement important legislation 
harmonising the system for col¬ 
lecting value added tax and 
excise duty - the basis for lifting 
internal border controls on goods 
at the end of this year. 

Co mmiss ion officials say direc¬ 
tives which would open up the 
EC financial services market 
have also been poorly transposed. 

The some officials indicated 
yesterday that Brussels might 
take emergency legal action 
against the worst offenders in 
January, although they stressed 
that this would be a political 
decision taken by Mr Bangemann 
and fellow commissioners. 

They also pointed out that indi¬ 
vidual citizens could sue member 
states for failure to implement 
EC laws, while other member 
states could refuse products and 
services coming from members 
which did not conform with Com¬ 
munity legislation. 

Britain, which holds the Com¬ 
munity presidency, was until 
recently among the most efficient 


transposed of EC law. According 
to October figures, however. 
Britain has cun verted only 72.8 
per cent or the relevant directives 
into national law. That puts the 
UK eighth out uf the 12 and com¬ 
pares with the Community aver¬ 
age of 79 per cent. “It’s not as 
good as we would like.” admitted 
a British official, but he said 
efforts were being made to 
increase the score by the end of 
the year. 

Denmark, which h is trans¬ 
ferred 94.7 per cent ul the EC 
legislation into narion.il law, 
heads the table of member states, 
followed hy Franco, Greece, and 
Germany. 

The Commission yesterday 
decided to back suggestions that 
the transparency and implemen¬ 
tation of EC rules should be 
improved, partnership with mem¬ 
ber states to enforce rules should 
be encouraged, and national 
courts' duty to enforce EC law 
should be strengthened. The orig¬ 
inal proposals were included in 
tile Sutherland report on imple¬ 
menting the single market, which 
was published in October. 


| 

& 


^ T . . V N 

au. ?' .s t 





International News..- 

A ■■■ ■ ■ 1 1 ,■ || H. - 

AJTWmCVT IvQQQ Hi* >*i 

World Trade News _■ 

UK News_ 

People --- 

Weather___ 

LeX -ill ■ in i-—— 


-M 

_4 

_5 

_5 

-6.7 

-..H 

..14 


Letters—__ 

Management-—... fO 

Observer--13 

Technology ...B 

Arts_11 

TV and Radio ——11 
Crossword_X 


Lift_&21 

Inff. Cap Mm-—19 

Inti. Companies — KM0 


Commodities-22 

FT Actuaries 23 

FT World Muriel_34 


Foreign Exchanges_3D 

Gold Martels_22 

Equity Options_-19 

M. Bond Service_19 

Managed Funds.... 26-30 

Money Markets_X 

Recent bourn_19 

Share Information 34AM 
TradMonaJ Options.19 


London SB _23 

Waff Sheet_31-31 

Bourses __31.34 


a 


As an automotive component manufacturer working to the JIT 
production principle, Huf UK found the Black Country offered the best 
possible communications. 

Thanks to its success - and a £600,000 grant from the Black Country 
Development Corporation - it has acquired 3 further 1.5 acres of land and 
added a 13,000 sq ft factory extension. \ «t<> 

The proximity of the M5 Junctions 1 and 2. and V 1 1 

the M6 Junctions 9 and 10, means that companies like ■ V <. 

Huf have immediate access to the motorway system, 1 

putting them within easy reach of leading car manufac- *jj O 

./it 

turers such as Nissan, and within two hours 0 drive of Ford, ^ 

m 

General Motors, Honda, Jaguar, Peugeot, Rolls Royce, Rover and Toyota. 
A case of mutual attraction? 
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Mtilglan Fin. & Irnrosf. 
Management buyout 
(Separate sections) 


But Actions speak louder than words: for more details of opportunity m the Bloc* Country, return this coupon to Linda Demon 
Black Country Development Corporation, Black Country House. Round! Green Road. Okftoury. weu Midlands 869 JOG 
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Sanctions Conference to discuss Belgrade’s defiance of UN 


politic ** 1 


lay low 
Serbian 
economy 

By Laura 51 lbsr in Belgrade 


SANCTIONS are sounding the 
death knell of the Serbian 
economy, ruined by more than 
a year of war and the collapse 
of trade with the former Yugo¬ 
slav republics. 

Tighter sanctions, especially 
the oil embargo, are likely to 
bite with even greater severity 
following the United Nations 
Security Council vote on 
November 16 to tighten up on 
transshipments through Yugo¬ 
slavia, now comprising Serbia 
and Montenegro. 

Mr Tomislav Popovic, a Bel¬ 
grade economist, believes that 
within three months Serbia 
will have grave problems pro¬ 
viding its people with energy 
and food. He expects that the 
gross social product (a mea¬ 
surement roughly 10 per cent 
less than western gross domes¬ 
tic product calculations) will 
foil to $1.7bn in the last quar¬ 
ter of this year, a drop of S5bn 
on the same period three years 
ago. 

Only a quarter of the 2.4m 
labour force is working and 
producing effectively, says Mr 
Popovic. Unable to keep indus¬ 
try going, state enterprises 
have sent about 800,000 work¬ 
ers on "forced holidays". Prices 
rose by 50 per cent in October, 
and industrial production Cell 
about 25 per cent from the 
same period last year. 

The Yugoslav dinar, was 
devalued from 200 to the dollar 
to 750 last mouth. But on the 
flourishing black market, hand 
currency is being sold well 
above the new official rate. 

Says one western diplomat: 
"For the time being It is a cash 
economy, but if inflation con¬ 
tinues to rise, the dinar will 
not be worth using." Given the 
near collapse of the h anking 
system, 40 per cent of all trans¬ 
actions are in cash, compared 
with 5-8 per cent in an average 
western economy. Credit cards 
are no longer accepted. 

Diplomats say even the 
astronomical inflation rate no 
longer fully reflects the cata¬ 
strophic economic situation. A 
price freeze covers 42 per cent 
of all goods. “Further, the bas¬ 
ket of-goods has changed,” 
says a western diplomat "Peo¬ 
ple don't buy meat many have 
stopped buying clothes and 
they can’t buy newspapers.” 

Two private banks, which 
have close ties to the govern¬ 
ment, are helping to keep the 
social peace by offering high 
interest rates on dinar depos¬ 
its. The banks, Dafiment and 
Jugoskandic, offer rates of up 
to 95 per cent per mouth, 
nearly double the official infla¬ 
tion rate. Each night thou¬ 
sands or Belgrade inhab itants 
queue up to collect their inter¬ 
est, which enables many to 
make ends meet. 

The tightened trade embargo 
may hurt Dafiment and Jugos¬ 
kandic which diplomats 
believe have made enormous 
profits from sanctions busting. 
In spite of the oil embargo, the 
bank owners have opened up 
private petrol stations, licensed 
by the Serbian authorities. 

San ctions-busting has also 
encouraged a growing segment 
of society to turn to crime, and 
the black market offers a wide 
range of wares from petrol to 
Kalashnikov rifles. T hanks to 
sanctions violations about 5-10 
per cent of the population are 
getting rich by current Yugo¬ 
slav standards, says Mr Dob- 
rijvoje Radovanovic, director of 
the Institute of Criminology. 

But Mr Popovic estimates 
that half Serbia's 9.8m Inhabit¬ 
ants are below the poverty 
line, earning less than $370 a 
year. The huge influx of refu¬ 
gees from Bosnia and Croatia 
has also taxed an already over¬ 
burdened system. 

As the situation deteriorates, 
the government has introduced 
further austerity measures, 
putting the economy on a vir¬ 
tual war footing. 
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By Robert Mauthner, 

Diplomatic Editor 

TOUGHER action against Serbia, 
possibly including military action, 
will be discussed by foreign minis¬ 
ters from 30 countries at a confer¬ 
ence in Geneva on December 16, 
convened to discuss the rapidly 
deteriorating situation in Bosnia- 
Hercegovina. 

The conference, to be co-chaired 
by Lord Owen and Mr Cyrus Vance, 
the European Community and 


United Nations mediators for a 
peace settlement in the former 
Yugoslavia, is due to decide on a 
joint International response to the 
growing violations by Serbia of 
ceasefire agreements, human rights 
and the UN's "no-fly" zone. 

Faced with growing evidence of 
the death and suffering wreaked on 
the Moslem population by the Bos¬ 
nian Serbs* policy of "ethnic cleans¬ 
ing”, both western and Islamic 
countries have been persuaded that 
diplomatic action and economic 


sanctions may not be enough to 
bring about a Serbian change of 
heart 

At a meeting of the Organisation 
of the Islamic Conference (OIC) in 
Jeddah yesterday Moslem c ount ries 
appeared ready to make a formal 
appeal to the UN for international 
military intervention. 

The consultative assembly of die 
nine-nation Western European 
Union defence organisation, meeting 
in Paris, has also recommended that 
member countries should study the 


possibility of military intervention 
to relieve the Sarajevo region, free 
Bosnian Moslems from Serb prison 
ca m ps and and ethnic cleansing. 

However, there is no evidence that 
the western powers, particularly the 
EC, are on tiie point of agreeing to 
military action that goes beyond the 
protection of humanitarian aid con¬ 
voys, presently undertaken under 
the umbrella of the UN. 

Among the leading western pow¬ 
ers, only the US, which unlike 
Britain and France does not have 


any troops on the ground In Bosnia 
or other areas of the former Yugo¬ 
slavia, has indicated that it would 
be ready to support military steps to 
enforce the UN ban on military 
flights over Bosnia. But British offi¬ 
cials stressed in London yesterday 
that full-scale military intervention 
was only one of a range of options 
being discussed. 

The one-day conference was origi¬ 
nally proposed by France as a 
fall-scale emergency ministerial 
meeting outside the Geneva-based 


UN-EC peace talks on the former 
Yugoslavia. But that idea was 
dropped after Britain, current chair¬ 
man of the EC and host of last 
August's London conference on 
Yugoslavia, insisted that it should 
be in the form of an expanded com¬ 
mittee of that conference. 

None of the parties to the Yugo¬ 
slav conflict have been asked to 
attend, as they were to the London 
conference, in the hope that their 
absence will facilitate agreement on 
effective international action. 
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Kohl rejects idea of ‘Europe a la carte’ Brussels agrees 
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By Quentin Peel In Bonn 

MR Theo Waigel the German 
finance minis ter, yesterday 
urged member states of the 
European Community not to 
rush into economic and mone¬ 
tary union (Emu) too hastily, 
simply to preserve their 
national pride. 

Clearly implying that a two- 
speed Europe was better than 
an unstable union, he rejected 
any suggestion that political 
pressure could be used to 
undermine the strict require¬ 
ments of the Maastricht treaty 
on European union. 

And Mr Helmut Kohl, the 
German Chancellor, warned 
that Europe could not indefi¬ 
nitely move at the pace of its 
slowest member states. 

Hie was speaking as the Ger¬ 
man Bundestag voted over¬ 
whelmingly in favour of the 
ratification of the treaty, after 
a debate which was marked for 
more by doubts and misgivings 
than by outright enthusiasm. 
The vote was by 543 votes to 
17, with eight abstentions. 

Chancellor Kohl spoke 
against any attempt - particu¬ 
larly from Britain - to try to 
enlarge the EC into a “glorified 
free trade area”. He also 
rejected the concept - with 
both Britain and Denmark 
under suspicion - of turning 
the EC into “Europe & la 
carte”, by allowing member 
states to pick or choose the 
bits they wanted to belong to. 

Mr Klaus Kinkel, the foreign 
minister, expressed his fears 
about the increased powers of 
the German federal Lander In 







v; : V 

■a 


.. Ifte: 


W-9 


?m0i 

•;... ' 5 W' »ik ( -j r ' \ 


■■4 A T..\vr: r: • 

-H- + :• --- 





Chancellor Kohl and Foreign Minister Klaus Kinkel (left) listening to Finance Minister Theo Waigel during the Maastricht debate 


future EC negotiations, as 
enshrined in new amendments 
to the German constitution. 
Foreign policy must remain 
the prerequisite of central gov¬ 
ernment, he said. 

Mr Waigel who comes from 
the fiercely independent state 
of Bavaria, disagreed, saying 
the strengthening of federal 
controls over the central gov¬ 


ernment was all to the good. 

And then speaker after 
speaker worried about the lack 
of democratic controls over the 
integrated European institu¬ 
tions, because of the failure to 
give enough powers to the 
European parliament. 

The message was clear the 
vast majority of tbe German 
political establishment re mains 


wedded to the concept of Euro¬ 
pean integration, above all to 
lay to rest any revived fears of 
German nationalism and hege¬ 
mony. Yet doubts about the 
details, not least about the 
democratic control of Euro¬ 
pean institutions, and about 
tbe future stability of a single 
European currency, have not 
been laid to rest Tbe result is 


that the Bundestag is insisting 
on a decision before embarking 
on tbe last stage of Emu, to 
determine if the convergence 
criteria have been observed by 
all EC states planning to join. 
It is also writing to to the Ger¬ 
man constitution that no fur¬ 
ther steps to European union 
are possible without adequate 
democratic controls. 


Germany’s citizenship challenge 

Judy Dempsey on the hurdles placed in the way of those seeking naturalisation 

O BTAINING German cit- if a Russian (or any other these conditions as well. In Gastarbeiter - those invited to agers want cltiz 

izenship is largely a nationality) marries a German addition, he or she must have Germany in the early 1960s to their parents pre: 

question of German in Germany, remains married lived in Germany for 10 years make up the labour shortfall. retain Turkish citk 


O BTAINING German cit¬ 
izenship is largely a 
question of German 
blood, said Mr Michael Schlik- 
ker a 31-year-old legal expert at 
the Federal Office for Problems 
of Foreigners. 

Leafing through a heavy 
tome, be finds article 5.7 of the 
1913 Reichs- und Staatsangeho- 
rigkeitsgesetz, or Imperial and 
State Citizenship Law 
“Through birth, one can 
acquire citizenship if the legiti¬ 
mate child has a German par¬ 
ent; and if an illegitimate child 
has a German mother...” 

This short article means that 
the 6.2m foreigners to Ger¬ 
many have little chance of 
obtaining German citizenship. 

Yet as the government and 
the opposition Social Demo¬ 
cratic Party prepare to resume 
talks on amending the coun¬ 
try’s liberal asylum laws to 
curt) the influx of foreigners, 
there is a growing consensus 
that what Germany really 
needs is an immigration law. 

Many legal experts believe 
that without such a law. there 
is little chance of integrating 
foreigners into German society, 
and the possibility of social 
unrest could increase. 

Under current regulations, 
there are some opportunities to 
obtain German citizenship. For 
instance, if a Russian marries 
an ethnic German, and both 
decide to live in Germany, the 
ethnic German, or Aussiedler 
has by law tbe automatic right 
to German citizenship, and tbe 
Russian can be naturalised 
almost immediately. However, 


if a Russian (or any other 
nationality) marries a German 
in Germany, remains married 
for two years, and lives with¬ 
out interruption for five years 
In the country, only then can 
he or she apply for citizenship. 
There Is still no guarantee that 
the application will be success¬ 
ful To obtain citizenship, the 
spouse must have no criminal 
record, a job, a fixed abode, 
fluency in German, and a 
knowledge of German culture. 

A foreigner who is not mar¬ 
ried to a German, must meet 


these conditions as well. In 
addition, he or she must have 
lived in Germany for 10 years 
before lodging an application. 
After a further five years, 
when the heavy weight of Ger¬ 
man bureaucracy will have run 
its full course, the foreigner 
will be naturalised. But in com¬ 
mon with all applications, orig¬ 
inal citizenship must be 
renounced because Germany 
does not allow dual citizenship. 

In recent years, some conces¬ 
sions have been made toward 
integrating the children of the 


Gastarbeiter - those invited to 
Germany in the early 1960s to 
make up the labour shortfall 
However, children born in 
Germany of non-German par¬ 
ents can only apply for citizen¬ 
ship between the ages of 16 and 
23, again under certain condi¬ 
tions. These include residence 
in Germany for at least eight 
years, the renouncing of previ¬ 
ous citizenship, and six years 
at a German schooL 
Ms Cornelia Scbmalz-Jacob- 
sen, head of the foreigners 
office, says many Turkish teen- 
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NOT SO WELCOME: Refugees in Magdeburg yesterday, the windows of their hostel smashed by 
stones. Asylum seekers have tittle chance of becoming German citizens 


agers want citizenship but 
their parents prefer them to 
retain Turkish citizenship. 

“Its disgraceful that we make 
it so difficult for them to 
become German citizens. They 
will always regard themselves 
as foreigners.” she added. 

Refugees who have recog¬ 
nised refugee status in Ger¬ 
many, which means that they 
can live and work In the coun¬ 
try, are confronted with a maze 
of obstacles before they can 
gain citizenship. 

“The refugee has no legal 
entitlement to citizenship,” 
said Mr Walter Brill a legal 
officer at the Bonn-based 
United Nations High Commis¬ 
sion for Refugees. *Tt is discre¬ 
tionary. There is never really a 
situation where the applicant 
has fulfilled all the conditions 
for citizenship because it Is not 
stated to the law,” he added. 

.. Moreover, even if the refu¬ 
gee's application is treated 
favourably, there is another 
hurdle: original citizenship, 
must be renounced. This is 
often difficult because the 
applicant must seek permis¬ 
sion from those same authori¬ 
ties which forced the applicant 
to flee in the first place. 

Mr Brill agrees that it Is time 
for Germany to introduce an 
immigration law which would 
give foreigners easier access to 
citizenship. “The climate is 
finally changing,” he sail But 
Mr Schllkker still wonders if 
the rigit wing of the establish¬ 
ment is prepared to dilute Ger¬ 
man blood as tbe price for a 
heterogeneous society. 


Danish workers count cost of No vote 


By Hilary Barnes 
in Copenhagen 

DENMARK’S No to the 
Maastricht treaty has cost the 
country 100,000 jobs, accord¬ 
ing to Mr ’Dior Petersen, econ¬ 
omy minister. He said the vote 
against the treaty to the refer¬ 
endum in June had contrib¬ 
uted to currency unrest, high 
interest rates and uncertainty 
about Denmark’s future rela¬ 
tionship with the European 
Community. 

Hr Petersen was comment¬ 
ing on a business confidence 
survey showing that 42 per 
cent of senior managers in 
large Danish companies expect 
to cut their workforce this 
winter. 

Recent unemployment fig¬ 
ures indicate the minister's 
estimate of job losses may be 
exaggerated. Seasonally 
adjusted unemployment rose 


from 310.000 in May. the 
month before the referendum, 
to 315,000 in September, the 
most recent month for which 
the figure is available. 

Although Danish industrial¬ 
ists accept that the No vote 
has dampened business confi¬ 
dence, Mr Jorgen Hansen, 
director of the Federation of 
Danish Industries, describes 
the position iu less drastic 
terms than Mr Petersen. 
“There is a widespread wait- 
and-see attitude," he says. 

Mr Birger Riisager, chief 
executive of FLS Industries, 
the world leader in supplying 
machinery and know-how for 
the cement-making industry, 
says his company is being cau¬ 
tious about making new com¬ 
mitments until next spring, 
when another referendum is 
expected to take place, “If 
Denmark then decides to leave 
the Community, a new situa¬ 


tion will arise. FLS will have 
to put its effort into other 
countries," he says. 

Mr Hugo Schroeder. chief 
executive of Scandinavian 
Holding, which Includes Skan- 
dinavisk Tobak, the tobacco 
goods group, and a large office 
furniture group, says that the 
Maastricht vote to June had 
not affected the group’s invest¬ 
ment decisions so far. Bat If 
Denmark voted No again, the 
group would have to consider 
whether to make more of 
its investments outside Den¬ 
mark. 

If Denmark again says No, 
the government has admitted 
it would have to withdraw 
from the Community. -We 
should then presumably have 
the same states as the Euro¬ 
pean Economic Area countries, 
which means that we would be 
part of the Internal market, 
but we would have no influ¬ 


ence when tbe internal mar¬ 
ket’s rules are made, a very 
unsatisfactory situation,” says 
Mr Hansen. 

If Denmark withdraws from 
the Community and loses 
access to EC markets for its 
agricultural products, serious 
consequences will arise for 
agriculture and related food 
processing industries. 

A recent study by the Agri-. 
cultural Council, grouping the 
farmers’ unions -and other 
farmers' organisations, said 
that without the Common 
Agricultural Policy, agricul¬ 
tural exports could fall by up 
to DKx33bn ($3. Stall about 14 
per cent of total merchandise 
exports. Up to 100,000 jobs 
- about 4 per cent of the coun¬ 
try's total labour force - could 
be lost on forms, and in abat¬ 
toirs, dairies and agricultural 
supply industries. 

“The whole rural economy is 


in trouble because of the cur¬ 
rent uncertainty,” says Mr 

H.OJL KjeMsan, president of 
the Agricultural Council, “not 
just the forms, but the suppli¬ 
ers, the retailers, evetyone”. 

At MD Foods, Denmark's 
largest dairy business and one 
of the largest In Europe,, the 
prospect of Danish withdrawal 
from the EC is regarded as a 
catastrophe of such dimen¬ 
sions that it just cannot hap¬ 
pen, says Mr Peter KJetetrup, 
communlcations manager. 

It would mean the slanghv 
tor of half .tile Danishdairy 
herd and & halving of MD 
Foods,” be says. 

For the moment, theuncer- 
toin situation means thatrMD^ 
Foods’ Investment spending-, 
would be slightly , lower .this/ 
year than ‘ last - and a pro¬ 
gramme for acquisition of* 
dairies abroad is 'being, post¬ 
poned. v :v.i 
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By David Gardner and 
Andrew Hill hi Brussels 

THE European Commission 
wants EC leaders to earmark 
nearly Ecu7.7bn (£GL2bn) as the 
kernel of a co-ordinated strat¬ 
egy, to be discussed at next 
week’s Edinburgh summit, to 
get Europe’s economies mov¬ 
ing again. 

The strategy, approved by 
the Commission yesterday sug¬ 
gests the money would consist 
mostly of soft and temporary 
loans for infrastructure invest¬ 
ment .programmes, and the 
redirection of part of EC spend¬ 
ing cm research and training. 

Mr Henning Christophersen, 
economy commissioner, said 
yesterday the Community 
needed “a good psychological 
signal from the European 
Council fin Edinburgh] which 
would give us something on 
which we could build a growth 
initiative”. 

The plan is consistent with 
earlier ideas for the EC to pro¬ 
vide "seed-money” to revive 
economic growth, but falls for 
short of widespread reports 
that Brussels was preparing an 
Ecu50bn-Ecu60bn reflation 
package . 

The document it approved 
yesterday calls Eon 
• A new European Invest¬ 
ment Fund able to tend Ecu2bn 


over four years for infrastruc¬ 
ture and small to medium-size 
enterprises. The . European 
Investment Bank would pay in 
40 per cent of the Ecu40Qm cap¬ 
ital with the rest split ^between 
the EC budget and unspecified 
private financial institutions. 
The hope is that this could 
“support” investments of up to 
EculObn. 

• An Ecu5bn loan facility to 
support trans-European net¬ 
works, normally transport, 
including those from western 
to eastern Europe where there 
is clear “mutual interest”. 
.These loans, raised on interna¬ 
tional capital markets, would 
be for "a limited .time”. There 
would be 10-15 per cent loan 
subsidies to participating east 
European nations, which the 
Commission suggests the Lon¬ 
don-based European Bank for 
Reconstruction and Develop¬ 
ment might Twdp finance. 

• New facilities for immediate 
retraining (at a cost of 
Ecu200m to 1993) for workers 
made redundant, "so as to 
avoid a loss of skills and moti¬ 
vation”. 

• Redirection of Ecu4Q0m in 
R&D spending to improve 
industrial competitiveness, in 
areas like computer-aided 
design and manufacturing, 
advanced telematics, and laser 
processing. 
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Crisis in Greece as 
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PM sacks cabinet 


■. i. ... 


THE Greek prime minister, Mr 
Constantine Mitaotakis, sacked 
his entire cabinet yesterday, 
promising a new one Within 24 
hours, Reuter reports, from 
Athens. 

He said he wanted 'a free 
hand to reshape the conserva¬ 
tive government after months 
of internal fending over his 
handling of the economy and 
foreign policy. - 

According'to his spokesman. 
Mr Mitsotakis, 74, "asked for 
the resignations of the cabinet 
members. He will, go ahead 
with a reshuffle. Tomorrow at 


economy and foreign affairs. 

If Mr Mitsotakis replaced Mr 
Mihalis Papaco nstantino u as 
foreign minister , and Mr Ste¬ 
phanos Manoe at economy, It 
would mark a sea-change in 
government direction. 

: Mr M&nos, a no-nonsense 
technocrat, has made no con¬ 
cessions to powerful special 
-interest groups white (hiving 
through the .austerity pro¬ 
gramme. Last month he earned 
the government its first praise 
from the European Community 
for its economic policies, espe¬ 
cially his unpopular decision to 
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noon he will swear to the new. force through privatisation and 


ministers”. 

- The prime minister, wiih a 
one-seat majority in the 300- 
seat parliament, tried to whip 
dissenting deputies from his 
New Democracy party into fine 
during a stormy meeting on 
Tuesday. But he faced renewed 
accusations after the session of 
being out of touch with ordi- 


to raise taxes to meet 1992 bud¬ 
get revenue targets. 

Mr Papaconstanttoou, a vet¬ 
eran politician, has been over¬ 
seeing. a campaign to block 
international, especially EC, 
recognition of the former 
Yugoslav republic of Macedo- 
nia. One of the Balkans’ mpf* • 
obscure but potentially explo- 


h* i • • 

r -«-* 

. k IS! IV ■- C- - 
K. ^ 


too 


J4-3 i\;. \ 

ill 

vH 

* • A. 


St 


nary people in pushing > sive disputes, the recognition 
through a harsh austerity and issue has stirred deep tiaHrmai. 
economic reform programme 1st feelings in Greece. Failure 
aimed at trimming Greece’s to hold the line at the Edin- 
I75bn national debt - burgh summit next week could 

Political commentators said teed to the foil of Mitsotakis. 
all cabinet seats were open and The former Yugoslav republic 


there was ho early betting on 
new names to take up the key 
ministries of defence, national 


is accused of having territorial 
ambitions against Greece's 
Macedonia province. 
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arrested over its steel 
Italian murder ca P acit y 


Poland to 
reduce 
its steel 


By Robert Graham in Rome 

ttiUR PROMINENT politicians 
lh Reggio Calabria were 
arrested early yesterday, 
together with seven members 
of the Mafia, on charges of 
involvement in the murder 
three years ago of Mr Lodovico 
Ligato, former head of Italy's 
slate railways. 

Magistrates alleged they had 
all conspired to murder Mr 
Ligato because they feared he 
might compete for public 
works contracts In southern 
Italy along with rival clans of 
the local Mafia, the "nan- 
drongheta. 

Mr Ligato, an ambitious local 
■Christian Democrat, had been 
forced to resign from heading 
the railways after a contract 
scandal in 1988. 

Yesterday’s arrests raised 
the possibility of further evi¬ 
dence ;of the links between pol¬ 
iticians and organised crime in 
southern Italy. These have 
been long suspected but only 
in the past two months has 
concrete evidence begun to 
emerge. 

Three of those arrested yes¬ 
terday are Christian Democrats 
and one is a Socialist. All four 
politicians are already under 
investigation for alleged cor¬ 
ruption involving public works 
contracts in the city, as are 


eight other leading members of 
the council 

The city of Reggio Calabria 
is due to bold municipal elec¬ 
tions on December 13, follow¬ 
ing the arrest of the entire 23- 
strong council on corruption 
charges in September. Magis¬ 
trates have also intimated that 
some members of the former 
council were linked to the 
Mafia. 

The Christian Democrats 
arrested were Mr Pietro Bat¬ 
taglia. a former deputy and 
twice mayor of the city, Mr 
Franco Quattrone, a former 
deputy and junior minister, 
and Mr Giuseppe Nicolo. the 
party’s regional secretary. Mr 
Giovanni Palomara, the Social¬ 
ist was also a former mayor of 
Reggio. 

Yesterday, there were rails 
in Reggio for the postponement 
of the municipal elections. 

Mr Ligato is alleged to have 
made an alliance with a rival 
Mafia group which had hoped 
to remove a sizeable share of 
the region's public works con¬ 
tracts, threatening to upset the 
current structure of contacts 
between the 'nandrangheta 
and local politicaians. He was 
killed outside his house after 
he had been entertaining some 
guests. He was gunned down 
by two people on a motorcycle. 


Norway expects slight 
upswing in economy 


By Karen Fossli In Oslo 

NORWAY'S central bank said 
yesterday it expected a moder¬ 
ate upswing in the economy in 
the period to 1996, with low 
inflation and a continued rise 
in the current account surplus. 

The bank warned the upturn 
would be insufficient to reduce 
unemployment unless wage 
growth is restrained. Unem¬ 
ployment is currently 7.9 per 
cent, a post war record and the 
biggest headache for ,the 
minority Labour government. 

The central bank calculates 
th&t.if wage growth can be 
restrained to 2 per cent below 
Norway's main trading part¬ 
ners, there could be a modest 
decline in unemployment up to 


1996. followed by stronger falls 
thereafter. 

Norway’s GDP growth rate is 
expected to slow markedly in 
1993 to 0.6 per cent from 2.6 per 
cent this year, and 1.1 per cent 
in 1991. The slowdown is 
explained by a stabilisation of 
daily crude oil output in 1963 
at today's level of 2_2m barrels 
a day from a sharp Increase 
from 1991, when it was just 
under 2m barrels a day. 

Inflation will remain at Just 
above 2 per cent and the cur¬ 
rent account surplus win ftill 
to NKrl8bn (S 2 . 8 bn) in 1993 
from NKr23bn, or 32 per cent 
of GDP this year, then rise to 
NKr47bn in 1966 due to another 
sharp increase in crude oil out¬ 
put. the central bank said. 


8y Christopher Bobinskl 
In Warsaw 

POLAND'S steel-making 
capacity is to be cut by a third 
over the next 10 years in a 
$4.5bn modernisation pro¬ 
gramme approved by the gov¬ 
ernment this week. 

The programme foresees the 
closure of two mills and 
reduced capacity at four more 
of the country's 26 steel 
plants. This should bring out¬ 
put down to 11.7m tonnes of 
steel In the year 2002 com¬ 
pared with 15m at presenL 

In 1980, 19.5m tonnes of 
steel were produced and 13.6m 
tonnes in 1990. Output this 
year is expected to reach 9m 
tonnes. 

Under the new programme 
the sector's 124,000 workforce 
will be reduced to 44.000 over 
the 10-year period. 

The government is looking 
to the World Bank to provide 
about $300m in financing for 
the plan which foresees the 
spending of Sl-8bn on new cap¬ 
ital investment. Another 
Sl.8bn is to be spent on refnr- 
I bishing existing plant 

Hie Sedzimir mill in Krakow 
and that at Katowice, the two 
largest in the country, are to 
I be merged. 

Three continuous steel cast¬ 
ing lines, dne to come on 
stream between 1993 and 1995, 
are to he Installed at the new 
company. 

The plan sees Polish steel 
exports reaching 2m tonnes by 
the end of the century com¬ 
pared to sales abroad of 3~2m 
tonnes in 1991. 

Barriers to sales of steel to 
the European Community are 
to be removed by 1998 under 
Poland's association agree¬ 
ment with Brussels. 

Poland and other eastern 
European countries have been 
criticised by west European 
steel makers for producing 
with unfair subsidies and 
undercutting western prices. 
The EC has imposed anti¬ 
dumping tariffs on exports of 
seamless steel tubes by Poland 
and its former Comecon neigh¬ 
bours. 

• The European Bank for 
Reconstruction and Develop¬ 
ment has extended a $6.6m 
modernisation loan to ABB 
Dolmel in Wroclaw. Dolmel 
was bought by ABB in 1999. 
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Swedish industry boost Hungary 


SWEDISH industry can expect 
its competitiveness to improve 
by 15 per cent next year as a 
result of tbe floating of the 
krona, according to forecasts 
from the ministry of finance, 
writes Robert Taylor in Stock¬ 
holm. 

At the same time, unemploy¬ 
ment will rise from 43 per cent 
this year to 62 per cent in 1993 
and 7.0 per cent in 1994 while 


disposable income will fall by 
3.8 per cent next year after a 
2.6 per cent improvement in 
1992. Private consumption is 
set to drop by 2.0 per cent in 
1993 after a i J. per cent decline 
this year. 

Tbe estimates assume a 10 per 
cent decline in the value of the 
krona against the Ecu since 
the krona was floated last 
month. 


Most French and 

r m 

British couples 
prove faithful 


By CHve Cookson, 

Science Editor 

BRITISH and French sex 
habits differ little and few men 
and women are unfaithf ul to 
their partners, according to 
two studies published today. 

Both Britain and France are 
populated mainly by faithful 
heterosexual couples, the 
studies indicate. They are the 
first large surveys of sexual 
behaviour to be carried in the 
two. countries. 

According to interviews with 
random selections of 20,000 
people in each country, only 
about 6 per cent of women and 
13 per cent of men have had 
more than one sexual partner 
within the past year. And just 
4 per cent of Frenchmen and 6 
per cent of men In the UK say 
they have ever had any kind of 
homosexual experience. 

The spread of Aids during 
the 1980s prompted both 
studies. Health authorities felt 
handicapped in planning strat¬ 
egies to prevent HIV infection 
by their Ignorance about peo¬ 
ple’s sexual behaviour. 

The French survey, con¬ 
ducted by the Agence Nat- 
ionale de Researches sur le 
Sida, was funded by the gov¬ 
ernment. But Mrs Thatcher, 
then prime minister, refused to 
let the Department of Health 
support the UK study which 
she saw as an invasion of pri¬ 
vacy; the Wellcome Trust, the 
largest medical charity, pro¬ 
vided the £750,000 required. 

The preliminary results, pub¬ 
lished in tbe journal Nature, 
are unlikely to shock Lady 
Thatcher but the researchers 


say they will help those fight¬ 
ing Aids and other sexually 
transmitted diseases. Yester¬ 
day the scientists said the 
apparent absence of wide¬ 
spread promiscuity seemed 
reassuring. 

Although one British man in 
16 reported having had some 
kind of sexual experience with 
another man, only one In 28 
had ever had a “homosexual 
partner" and one in 74 had a 
partner within the past five 
years. But in London one man 
in 20 bad a homosexual partner 
in the last five years. 

One Interesting finding Is 
that people In the highest 
social classes (managerial and 
professional) are twice as 
likely as manual workers to 
have had two or more sexual 
partners w ithin the past year. 
Tbe researchers believe this is 
because higher incomes and 
greater mobility give many 
more opportunities for sexual 
encounters. 

The French survey showed 
an encouraging increase in the 
use of condoms by those most 
at risk from HIV Infection. 
Although any survey of inti¬ 
mate personal information is 
liable to be distorted by the 
participants lying, the 
researchers said both studies 
contained consistency checks 
which gave them confidence in 
the findin gs. The feet that men 
claimed more heterosexual 
partners than there were 
women acknowledging partner¬ 
ship may be due partly to male 
boastfulness and female reti¬ 
cence, but it can also be 
explained by the existence of 
prostitutes. 


passes 

tough 

budget 

By Nicholas Denton 
in Budapest 

HUNGARY’S government 
yesterday pushed through par¬ 
liament a 1993 budget 
designed to contain the spiral¬ 
ling deficit and return the 
country to the good graces of 
the International Monetary 
Fond. 

The conservative coalition 
agreed an unpopular increase 
in value-added tax to help 
keep next year's budget deficit 
down to Ftl85bn (S2.2bn), 
equivalent to 5.9 per cent of 
forecast GDP, the level which 
tbe IMF had indicated it would 
accept. 

The passage of the budget 
should allow a resumption 
of the IMF's SDK 1 . 1 4 bn 
($1.57bn) three-year pro¬ 
gramme of credits for Hun¬ 
gary. 

Hungary was suspended ear¬ 
lier this year because of bud¬ 
get overruns tarnishing its 
claims to be eastern Europe’s 
star economic performer. 

The main change in taxation 
was the imposition of 6 per 
cent VAT on staple foods and 
most other zero-rated products 
against impassioned protests 
daring which dozens of people 
started hunger strikes. 

Mr Mihaly Kupa, the finance 
minister. Justified his budget, 
which has come under attack 
from all sides, as a balance of 
thrift against the public's 
“ability to tolerate". Another 
senior official described the 
bodget as the toughest imagin¬ 
able in the political circum¬ 
stances. 

The government also 
defends the deficit as the price 
of banking and bankruptcy 
reforms and is fearful that 
tougher measures on public 
finances would snuff out tbe 
forecast fragile economic 
recovery in 1693. 

Both opposition and inde¬ 
pendent commentators 
doubted that the assumptions 
underlining budget calcula¬ 
tions were realistic and said 
that the combined central bod- 
get and social security fund 
deficit would exceed Ft270bn 
or 8.6 per cent of GDP. 
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FUTURE IN DOUBT: Russian premier Yegor Gaidar is fighting to save his reform plans and his own job 

Gaidar reveals big Russian arms sales 


By Layla Boulton in Moscow 

RUSSIA has recently sold more 
than S2bn worth of weapons 
abroad, Mr Yegor Gaidar. Rus¬ 
sia's acting prime minister, 
said yesterday. This included ;i 
Slbn contract with China and 
deads for $650m and 2600m with 
India and Iran. He also men¬ 
tioned "major contracts with 
Syria and other countries". 

Mr Gaidar revealed this in 
the course of a powerful 
defence of his market reforms 
to the Congress of People's 
Deputies. Russia would con¬ 
tinue to export weapons, be 
said, but he promised to avoid 
conflict zones. "We arc not 


going to stoke conflicts by sup¬ 
plying arms to hot spots, but 
there are no reasons to aban¬ 
don this important market," he 
said. 

The acting premier, who is 
fighting for his political life 
against increasingly powerful 
opposition to his policies, told 
the country's full parliament 
that Russia had a cboice 
between radical reforms and 
joining the ranks of third 
world dictatorships. He dis¬ 
missed claims by Mr Ruslan 
Khasbulatov, the parliament’s 
chairman, that he was depriv¬ 
ing tbe country of kinder Scan¬ 
dinavian market economics in 
favour of a harsh US model. 


"A criminal slowing of 
restructuring an economy 
[dominated by the defence 
industry] wiU drag us further 
into underdevelopment... If we 
work really well and privatise 
half the economy, free the 
country from tbe reign of 
bureaucracy, then wc will be 
able to discuss what kind of 
society we want," be said. 

While admitting to a series 
of mistakes by his economic 
reform team over the past 
year, he said there was little 
room for manoeuvre on basic 
issues such as financial stabi¬ 
lisation to fend off hyperinfla¬ 
tion, and an industrial policy 
which made selective use of 


ADVERTISEMENT 


scarce resources. 

But he also promised practi¬ 
cal steps which the country 
needed to better implement 
reforms. From January l. Rus¬ 
sia would operate proper bor¬ 
ders with neighbouring repub¬ 
lics so it could get a better grip 
on hard currency revenues lost 
through illegal exports of oil 
and other resources. 

He claimed Russia would 
also enforce a new regime pre¬ 
venting other republics which 
used “the Russian rouble" to 
interfere with monetary policy. 

Whether he continues as 
prime minister, which lie sees 
as essential fur pursuing 
"responsible reform", is yet 


unclear. His speech drew polite 
applause, but appears to have 
.swayed few of the deputies 
intent on his removal. 

"It was beautifol but my 
pockets are still empty." said 
Mr Yuri Gcklit. lender of a con¬ 
servative industrialist faction. 

President Boris Yeltsin is in 
theory supposed to present 
Congress with a candidate for 
prime minister later this week. 
Given the unhkelihoud of a 
favourable vote for a Gaidar- 
led cabinet, he Is looking for 
alternatives. One option is to 
appoint himself premier once 
again to enable Mr Gaidar to 
continue unhindered as eco¬ 
nomic supremo. 


THE CHALLENGE OF THE NEW SOUTH AFRICA 

Pedigree of a future government will 
determine SA’s relationship with the rest 
of the world _ 

R F (Pik) Botha, South African Minister of Foreign Affairs, talks to John Spira, 

Finance Editor of Johannesburg's Sunday Star. 


Spin: Yk*M yon ch a racter is e your pence efforts in Angola 
ss representing South Africans improvkig relations with all the 


Boehm Yfcs. Gownnncnis in bdh Europe and Africa asked South 
Africa &> act as a beflitator in ihe Angolan peace process. I believr 
this is indicative of an acceptance of the positive zolo Uiai we have 
played and can pfy in Africa gcoeraUy and in the southern region 
cf the comment specifically. % regard it as a privilege to be able 
to do sa 

Spira: Is the doamiam of South AMcata economic muscle 
ha mp e rin g efforts amed at prodndng closer econo mi c and 
political cooperation between Sooth Africa and ibe countries 
of ibe sutxonsioaa? 

Botha: It tfa reateu s K> do &o unless wc manage tbe relationship 
property. VJt date not iOdw Che suspicions that exist gp ummweied. 

I draw our neighbours" attention to the bet that South Africa 
hasslnaostZimllkncf tharwrioers^ woritera who ane occupying 
the jobs of almost 2 mil lien South Africans, it woukl suit us to 
send them back, thereby substantially reducing our unemployment 
problem. 

One of the reasons w don’t send them back is that they arc 
serafiDg money home—money that b feeding da to seven million 
of their exuded families. 

Clearly, therefore, it is in our inaercstt that their economies 
flourish in older to create employ tnczl lor their people, in which 
even! they would go back voluntarily. 

Ultirroapjy. the South African economy should not be viewed 
as a dominant force in the region but as a locomotive id help its 
neighbours grow by themselves. Vi is not in our Interests to 
overwhelm them. Indeed, the converse is true, his in our inteiesis 
that they should grow side by side with us as fast as possible. And 
the message is well received in most cf our neighbouring states. 

Of course, we also affotd our neighboon aka of ascfaunce in 
ibe spheres of ftdnoftq|£ ^ncutauc and hcatti services. But hero 
we must be careful w don't give the impression that these are 
handouts. Ratbei; we should place the emphasis on cooperation. 

After all, wcaH need each other in thecoana of a larger southern 
African economic mavfat—one v* already hue io respect of South 
Africa, NamfaiaL Swariland, Botswana and Lesodm ft s a beginning 
and in out widervirion cf southern Africa, we include, in addition. 
Madagascar, Mozambique, Zimbabwe, Zambia, Malawi and 
Afigofa. 

Nctw this is a huge piece of God's earth, very rich in natural 
resources and with a relatively sound infrastructure. It has DO 
giiJifon people — already a huge market. And a large market is 
a prerequisite for haemal economic development. 

If we put all this together and develop the regioo as joint partners* 
then we can present a worthwhile package to Europe. 

I haw high hopes of cooperaooo with Europe, whose countries 
were, after all, the colonial pows-which means they know Africa 
well. If we move in n direction in which Europe sees the region 
as a junior partner (that's all wc can ever be), it will be prepared 
id advance us capital a! low interest rates for scientifically based 
development projects. 

I’ve discussed this concept with virtually all the European 
countries. They've shown interest and enthusiasm — with the 
proviso that there is a joint programme. 

From that point of view, too. it wuM he coureer-productivc for 
South Africa to promote itself as tbe region's sole locomotive. 

rvc discussed the larger southern African economic market 
concept with virtually all the governments of South Africa's 
neighbours and they're enthusiastic about tire idea. 

But enthusiasm is one thing; bringing the pbo io fruition another. 

Tire problems in Angola and Moemnuque, along with the ongoing 
violence in our own country, are stumbling blocks. It's a pity, 
because wefre faring time and the mduairialned nations aren't going 
to wait for us. 

Spira: When k happen? 

BctiimMm^gotthiti^flxivu^ouanecoaoaiicb^bccaii^ 
tire ftqgPe political fabric of the regioo would delay tbe process. 
There's nothing to prcwrf a meeting ttf this kind taking ptaeewilhm 
months, other than the psychological legacy of the past. 

Regrettably, in certain quartet* we’re still looked upon as the 
gover nm ent that implemented and msdraained apartheid, chough 
on b broad basis it's accepted that apartheid has gone. 

Spira: How can you expect African countries to focus on 
economic cooperation when the eamomy fa taking a back sent 
in Sooth African politics? 


Botha: Even if we reach a gree m en t on a new constitution, it will 
be io no avail unless it is underpinned by a strong economy. This 
is the key 1 believe South Africans are too preoccupied with politics. 

What I would like to see is a forum m which we get together 
ocooomic expert s from the private sector and from abroad to tell 
all die political parties and movements that unless vre stirt tnaluqg 
tbe correct econ o mic moves, we hare little hope cf staying abreast 
of tire new world economic dynamic. 

My view is that oconomic retimes wffl sooner or later catch up 
with us and overtake the political squabbling and coatraersy. 

Spinu What is the current attitude of foreign gownroenls 



Africa? 

Botha: 1 There are doubts in oemmquartmdbroai that Sort Africa 
will be able to come to peace with nstif in the short to medium 
term. From an investment point of view, that's bad news for us. 

On the other lood, there's much goodwill towards South Africa 
co the pan of the governments of a boat of countries — goodwill 
dispfy&d ty mi apportioning blame, by not teking sides, bin, rather, 
by cireouragirg all parties to move ahead and not be suared by 
snort Berm political objectives. 

They poinr to the short-sightedness of wanting to cling to power 
— a strong message to the ruling government. On the otfac hand, 
tftrey advise against a policy cf aiming for total power — a strong 
message to tire ANC 

It is in this framework that I am optimistic. 

South Africa has been ptyiqg host ro observers from the United 
Marions, die CoraceopiMealili, the European Comnomny and the 
QAJU- My impression is that they're carrying on their task in an 
even-handed manner — which is good, because fay acting as 
witnesses they are not intervening. 

Aral I would hope that aO South Africa's political parties and 
mowmeras will be careful in what they plan if there are witnesses 
to their actions. 

Spira: ¥ni*ve referred to the UN, Ihe EC, the Cbmniomreafih 
and the CAUL The WbridBank has also been in South Africa. 
What's been the feedback from this body? 

Botha: Sooner or later. poHtzatily and economically, even the 
iatefirn gewnment will be faced with oaadirians that are now Mpg 
pm to African countries in our situation — conditions relaiii^; to 
tteoMjipiKitioncrfth^bu^ 
and the like. 

I\w gone out of my way to be an advocate for Africa, urging 
theVfakl Bank and tire IMF not to be as arid or severe as they 
have been; us take into account the hardships of Africa and not 
to lay down co nditio ns with which the average African country 
could nor complv — even with tire best w0! in the world. 

There are certain realities which apply to Africa, among them: 

w A history of an ever widening gap between d and the Finz^brid 

over die post two to three de c ades. 

» Africa used to be a food oqrertdig continent; now it's an imponer. 
• On a per capita basis. Africa is growing progressively poorer. 

There are factors which have to be taken into account. Its no 
good telling Africa that it's had its chances and blown them. Doing 
so doesil help the people struggling »get ty in the present. Nothing 
is achieved by branding Africa with ibe post. 

% need a more realistic appraisal of tire problems and obstacles 
facing Africa, with more leniency applied to the conditions for 
capital and technical assistance so urgently required. 

The leaden of the uKhtstrialised countries to vdwm Tye directed 
this pka arc, ty and large, reccjxive. Tfct, at the same time, some 
express sattinieD& which give cause for serious concern. 

There's a minority which indicates k son the point concluding 
that Africa has became so marginalised “that it wiD simply wink 
out of existence". Those aren’t my words; they're words used Iw 
a prominent European leader, who is ready to write Africa off. 
M Let them have their squabbles and retrogress. * 

That's wrong. President-elect Clinton has emphasised the 
importance of a global alliance of democracy in which the wrid 
farc aiwHufy entered a global economy. How can you think of tilts 
without Africa? If you do. then you can't talk of a universal 
democratic alliance, nor of a global economy. 

Srara: Theateen of pottfca! certatafc oveHafn with outbreaks 
ofvtolfinrt.simdeni^ogeamonticgrtiwthinSotithAfHca- 
Are the relevant political players sufficiently aware of the 
damage being done? 

Botin: Up till recently iwl Bui there are now signs that the major 
players are becoming more aware of the damage. There's been a 
shift in the philosophy of the ANC away from nationalisation and 


Pik Botha 

towards acceptance of a market-orientated economy. 

When it comes io violence, 1 strongly believe that the IFP and 
the ANC ought to meet. There can be no higher priority in the 
mind of any leader than bringing to on end the sensdess killing 
of people. I trust the peace accord structures wilt help all players 
realise dial violence is no alternative. 

The growing realisation that the damage being dune to the ecnomy 
migbUfo irreparable harm, b. I believe, becoming more and more 
appreciated. 


in tbe efforts to establish an interim government? What are 
ibe mam stumb&Qg blocks? 


Botha: Only when sufficient progress is achieved can one nuke 
predictions. In my opinion, we haven't yet achieved sufficient 
progress to do so. 

The Record cf Understanding reached betwe en the go v ernm e n t 
and tbe ANC on September 26 constituted a major svp forward. 
Bui that resulted in tbe IFP and other parties repudiating the 
a g re em ent — a step backward. 

W^nowhavetocoooenixatconexplatEiiiigaxlie IFP ami others 
that the agreement constituted that to which the A NC would agree; 
that it didn't comprise a definitive pho for the future tn be imposed 
upon all political parties and movements. 

The bottom line is that my government is in a hurry, because 
it doesn't envisage another election in terms of the current 
constitution. The tune is overripe for us to show the wild what 
we stand for — the complete eradication of racism. It's not only 
pan of our thinking; we wont to implement it - soon. 

Spira: In your view, wiU fore ig n funds fkrw into South Africa 


then how Kong thereafter? 

Botha: Prospective foreign investors have made it dear that they 
first want to sec what comes into befog. 

Vfery significantly, they won't only look at the nature of any new 
go v ernment and constitution but also at the quality, the pedigree, 
of its policies — economic, social and political. 

They will assess its adh ere nce to fundamental human righB and 
the guarantees that will flow not only foxu the constitution on paper 
but from its decisions in practice — the style of its spokesmen, 
the lone of its utterances 

If the style is aggressive, with threats of agreements not be in g 
honoured; if the style is one which instructs the private s e ctor to 
act in a certain w^ or action will be mken a&iinsi it, then tint will 
be interpreted as gorenuncni interference. 

ifthc style is intolerant of the media (unless you toe the line press 
control will be implemented!, foreign investors will fight shy of 
South Africa. 

These are the down-to-canfa but realist*; elements that will 
determine the relationship between a future South African 
gmemmem and tile rest uf the world. 

Spira: Do you believe South Africa can achieve a rale of 
economic growth sufMenl to achieve rating living standards 
between now and end of the century? 

Botha: Yes, even earlier-- if (and this is a big i0 we can achieve 
agreement an a new constitution as sooo as possible—a constitution 
which will be imptanctnicd in a manner that will generate the 
confidence to which I referred in rny previous answer, one that 
will radiate confidence to Ihe vest of (he world. 

If wc don't, time will become irrelevant, because the country 
touW be doomed to permanent rrtrogrcsfron. 
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NEWS: INTERNATIONAL 


Putting troops into Somalia is the easy bit ° e Sj ers 

Without cash and commitment to a lasting settlement, the experiment is doomed, writes Julian Ozanne 


T ROOPS from the (JS pre¬ 
paring to intervene in 
Somalia will encounter 
an unusual foe: fiercely indi¬ 
vidualistic Somali bandits and 
desert warriors hardened by 
the rigours of their nomadic 
lifestyle. 

President George Bush's 
decision to offer up to 20,000 
US soldiers to the United 
Nations to revive a defeated 
international aid effort to save 
hundreds of thousands of 
Somalis dying from war-in¬ 
duced starvation will run into 
special difficulties. 

Somalia is no Vietnam or 
Iraq. There is no mass modem 
army in Somalia and the moti¬ 
vation of the Somali fighters is 
virtually non-existent, instead 
US troops will have to confront 
undisciplined and poorly 
armed rag-tag gunmen - often 
drugged on the narcotic stimu¬ 
lant qat - who kill and maim 
their own people without 
remorse or purpose. 

Groups of teenagers thrive 
on the anarchy they have cre¬ 
ated. The greatest fear for the 
safety of US soldiers will be 
isolated ambushes and blasts 
of stray gunfire from speeding 
customised “Mad Max" trucks. 

Furthermore the US force 
will have to confront a war- 
shattered country with poor 
dirt roads and no electricity, 
water system or social infra¬ 
structure where temperatures 
soar to more than 100 degrees 
of dry heat Huge parts of the 
arid heartland are Inaccessible 
and sparsely populated, yet it 
is exactly in these southern 
areas - from Kismayo to Bar- 


The southern battlegrounds 
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Z Areas of famine and fighting f't 


Somali hired gunman guards food 
aid in the port of Kismayo 


dere and across to Bai- 
doa - where people are dying 
most 

Few believe the Somali 
nation will rise up against 
external intervention. The 
ruthless warlords who control 
the divided country have at 
best a few thousand dissolute 


gunmen under their command 
and do not have popular sup¬ 
port But the chances of oppo¬ 
sition by Somalis to the US 
intervention could be lessened 
if the Americans work closely 
with the UN and with Somali 
politicians and businessmen 
and use the radio to explain 


their purpose to the Somali 
people. 

Many Somalis will be enthu¬ 
siastic about an intervention 
with the limited goals of feed¬ 
ing the starving, ridding the 
country of the ruthless and 
bloody rule of the warlords and 
leaving behind a legacy of law 


and order and a new political 
arrangement. But months of 
aggressive propaganda by the 
warlords against “western 
imperialism” have created sus¬ 
picions among Somalia's illiter¬ 
ate nomads that the west is 
trying to colonise the country, 
perhaps to steal fictional oil 
reserves. 

These fears will be exploited 
by the warlords but they ran 
be allayed if the US and UN 
puts In place a credible Somali 
consultative assembly or 
forum of the nation's more 
respected citizens, many of 
whom are in exile. 

However, there is concern 
among those involved with 
Somalia that Washington’s 
hasty plans are at best 
half-baked and at worse could 
backfire with terrible conse¬ 
quences. Statements by the 
White House that the 20,000 
troops promised for the mis¬ 
sion could be in and out of 
Somalia by January 20 next 
year, the date of the Bush-fflin- 
ton handover, have alarmed 
aid workers and UN o BE dais in 
Somalia. 

Observers concede that with 
the success of the US aid oper¬ 
ation in northern Iraq, the 
American force could move 
vast quantities of food and 
medicine and temporarily end 
starvation within weeks. But 
they point out that in Iraq 
President Saddam Hussein was 
fearful of antagonising the US 
into further militar y involve¬ 
ment and In effect decided to 
allow the US operation to pro¬ 
ceed. He ordered his disci¬ 
plined troops not to oppose the 


The deeper United Nations 
involvement expected in 
Somalia, under which US 
troops would be authorised 
to use force to ensure aid 
shipments to the starving, 
has the following aims, as 
outlined by Secretary General 
Boutros Boutros Gbali, AP 
reports from the UN in New 
York. 

• Confiscate the fighting 
factions' heavy weapons and 
put them under international 
control. 

• Disarm the fighters. 

• Ensure the safety of 
international relief personnel 
and the 500 UN peacekeepers 
already in Somalia. 

• Establish a ceasefire. 

• Replace the force that 
restores order with UN 
peacekeepers when fighters 
are disarmed and heavy 
weapons are brought under 
International control. 

operation. 

In Somalia there is no simi¬ 
lar fear of provoking the US 
and no chain of command and 
control between the warlords 
and the gunmen. As soon as 
the US troops pulled out of 
Somalia, the country could 
slide back Into anarchy, and 
mass starvation would quickly 
return. 

Experienced aid workers say 
the only possible long-term 
solution is to launch a massive 
humanitarian operation in tan¬ 
dem with efforts to broker a 
political settlement capable of 
bequeathing the country a cli¬ 
mate of peace and law and 


order. They point out that it is 
the civil war and insecurity 
which has caused the deaths 
from starvation and frustrated 
relief efforts, and not a natural 
disaster such as drought. With¬ 
out resolving the conflict it 
will be impossible to eliminate 
starvation. 

Leaving behind a stable envi¬ 
ronment will require a working 
consultative assembly which 
cannot be blackmailed by the 
warlords. A well-paid and 
trained Somali police force will 
have to be established quickly 
and put under the authority of 
an Interim administration. 
Once the police are In place 
and the cycle of criminality 
broken, foreign troops can 
retreat to a minimum role and 
the UN can sponsor a national 
conference in a climate of 
peace to prepare the way for 
elections. 

But any Somali administra¬ 
tion put in power by the UN 
will have to be heavily funded 
to start the long process of 
reconstruction ensuring that 
resources are distributed equi¬ 
tably to all Somali clans. 

As the US and UN prepare to 
undertake a massive experi¬ 
ment in Somalia, which may 
set precedents for intervention 
in other countries such as 
Yugoslavia and Cambodia, the 
real question which remains 
unanswered is whether they 
are prepared to make the nec¬ 
essary long-term financial com¬ 
mitment needed to make it 
work. 

Without that commitment 
the experiment is doomed to 
failure. 
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et becalmed in parliament 


By Simon Holberton 
In Hong Kong 

CHINESE leaders do not want 
to deal any more with Mr Chris 
Fatten, Hong Kong’s governor, 
because they do not trust him, 
one or China's top advisers in 
Hong Kong said yesterday. 

But Mr T S Lo, who was a 
member of the colony's Legis¬ 
lative and Executive Councils 
in the early 1980s and is one of 
Beijing’s 44 advisers in the col¬ 
ony, sought to allay concern 
that China would move to set 
up a separate institution to vet 
agreements the Hong Kong 
government made with busi¬ 
ness. 

On Monday China said that 
any agreement the Hong Kong 
government entered into would 
be invalid if not first approved 
by Beijing. This promoted 
widespread concern that China 
was attempting to bring the 
process of government in the 
colony to a standstill. 

Yesterday the Hong Kong 
stock market continued its 
slide, with the Hang Seng 
index down 90.06 points to 
5,411.65. It has lost 9.6 per cent 
so far this week. 

“When they talk about the 
Chinese side's agreement they 
are talking about the system 
that has been set up already - 
the Sino-British Joint Liaison 
Group and anything created 
under those auspices," Mr Lo 
said. 

“I can't visualise a de facto 
shadow committee which adju¬ 
dicates on the validity of con¬ 
tracts entered into between 


1984 and 1997.” 

On his visit to Beijing Mr Lo 
met Li Peng. China’s prime 
minister, and Lu Ping, head of 
the Hong Kong and Macao 
Affairs Office of the Chinese 
cabinet. His comments were 
seen as authoritative, but it is 
unlikely that China will agree 
to any big contracts until Mr 
Patten withdraws his proposals 
for more democracy. 

Mr Lo indicated that C hina 
would not back down on its 
opposition to the governor's 
proposals. He said China feels 
that the Basic Law - the Bei¬ 
jing drafted constitution for 
Hong Kong which comes into 
effect when the colony reverts 
to Chinese sovereignty in 1997 
- provides for a lot of democ¬ 
racy. 

He said that Chinese officials 
feel that all Mr Patten is doing 
is breaching deals already 
reacbed between Britain and 
China. “Because of that they 
feel that they don't want to 
deal with him any more.” 

Yesterday Mr Patten 
repeated In an interview with 
the BBC that the fate of his 
blueprint for constitutional 
reform would be decided by the 
Legislative Council. He said 
that while he could not intro¬ 
duce more democracy than the 
community wanted, he “could 
not go less far than the com¬ 
munity wants me to go." 

“At the end of the day, these 
matters will be decided in 
Hong Kong by the Legislative 
CounciL. .1 can't go beyond 
what the Legislative Council 
wants to do.” 


Indonesia ‘tortured 
East Timor leader’ 


By Peler wise in Lisbon and 
William Keeling In Jakarta 

PORTUGAL has accused 
Indonesia of using torture to 
force Mr Xanana Gusmao, the 
captured East Timor resistance 
leader, to renounce his cause 
on television. 

In his statement Mr Gusmao 
called on fellow Fretilin guer¬ 
rillas to surrender and aban¬ 
don the struggle for indepen¬ 
dence in the former Portuguese 
colony. 

Portuguese President Mario 
Soares said Mr Gusmao had 
been tortured and threatened. 
He had had no lawyer and no 
opportunity to defend himself. 

Mr Gusmao was shown on 
Indonesian and Portuguese 
television in a film shot by the 
Indonesian military being 
interviewed by Mr Abilio Oso¬ 
rio Soares, the pro-Indonesian 
governor of East Timor. 

Reversing all his previous 
beliefs, Mr Gusmao, who has 
led the struggle against Indo¬ 
nesian rule from mountain 
strongholds for the past 16 
years, said he acknowledged 
East Timor’s integration into 
Indonesia as “progress". 

Mr Gusmao appeared tired In 
the film. 


The Indonesian government 
bas accused Mr Gusmao of 
organising a pro-independence 
march In November last year 
in which more than 50 demon¬ 
strators were shot dead by 
troops. 

Amnesty International, the 
London-based human rights 
group, said it appeared Mr Gus¬ 
mao's statement was forced 
from him. 

Indonesian officials have 
said Mr Gusmao will be treated 
according to the law and have 
assured foreign diplomats that 
he would not be maltreated. 

Poor relations between Jak¬ 
arta and Lisbon have led to 
Portugal blocking a trade 
agreement between the Euro¬ 
pean Community and the six- 
nation Association of South 
East Asian Nations (Asean) in 
protest at alleged human rights 
abuses In Bast Timor. 

Diplomats say the sharp 
exchanges over Mr G us mao's 
treatment may jeopardise dis¬ 
cussions between Indonesia 
and Portugal under the aus¬ 
pices of the UN scheduled for 
later this month. 

Indonesian troops occupied 
East Timor in 1975 when the 
Portuguese colonial rulers 
withdrew. 


By Charles Leadbeater 
In Tokyo 

THE Japanese supplementary 
budget needed to implement 
most of the Y10,700bn (£57bn! 
emergency public spending 
package announced in August 
is becalmed in the upper house 
of parliament. It passed the 
lower house only after four 
weeks of tortuous debate. 

The budget itself has been 
hardly discussed. Most argu¬ 
ment has centred on which pol¬ 
iticians. aides and business¬ 
men should be questioned in 


Kuwait to 
investigate 
investors 


By Mark Nicholson in London 
and Peter Bruce In Madrid 

KUWAIT'S parliament is to 
appoint a nine-member com¬ 
mittee to investigate manage¬ 
ment of tbe Gulf state's over¬ 
seas investments and the 
affairs of the London-based 
Kuwait Investment Office 
(KIO). 

The investigation, the sec¬ 
ond into its foreign invest¬ 
ments. is a measure of the con¬ 
cern over suspected 
improprieties in the manage¬ 
ment of Kuwait's previously 
abundant foreign holdings. 

Meanwhile, the KiO’s public 
relations advisers in Spain 
yesterday added to the confu¬ 
sion surrounding the Office's 
intentions there by announc¬ 
ing that trial lawyers had been 
appointed to study and exe¬ 
cute ways to prosecute the for¬ 
mer management of Grupo 
Torras. the KIO's Spanish 
holding company. 

Some argue that it is still far 
from clear that the KIO's legal 
advisers have been able to 
identify charges that could be 
made with any likelihood of 
success in Spanish courts. 

The value of Kuwait's for¬ 
eign investments, which stood 
at around SlOObn before the 
Gulf war. is now believed to 
have shrunk to nearer S30bn 
after a sell-off to pay for the 
costs of the Gulf war. 

Mr Nasser Abdulla al-Rho- 
dan, the finance minister, told 
parliament on Tuesday that 
Kuwait would have to con¬ 
tinue liquidating its foreign 
investments to finance the 
government’s budget deficit. 




parliament over their involve¬ 
ment in the Tokyo Sagawa 
Kyubin finan cial scandal 

The budget committee of the 
lower house passed the budget 
after the ruling Liberal Demo¬ 
cratic party acceded to opposi¬ 
tion demands that a top aide to 
Mr Shin Kanemaru. the party's 
fallen kingmaker, should tes¬ 
tify over the scandal. 

Mr Kanemaru resigned from 
the parliament after being 
fined Y200.000 for accepting an 
illegal Y500m donation from 
Tokyo Sagawa Kyubin, the 
trucking company. Mr Kane- 


maru said that his top aide, Mr 
Masahlsa Haibara, distributed 
the money to about 60 LDP pol¬ 
iticians. 

The LDP has also indicated 
that it will call Mr Noboru 
Takeshita, the former prime 
minister, and Mr Kiyoshi 
Sagawa, the trucking compa¬ 
ny's former president, to give 
evidence to the upper house. 
Mr Takeshita has already 
given evidence to the lower 
house. However, tbe opposition 
is pressing for other figures in 
the scandal, including Hr 
Kanemaru, to give evidence. 


The delay makes it increas¬ 
ingly unlikely that the budget 
will be passed by both houses 
by December 8, when the cur¬ 
rent extraordinary session of 
parliament is due to end. It is 
likely the session will be 
extended by several days to 
allow further testimony on the 
scandal to be heard. 

Meanwhile, the severity of 
the downt ur n which prompted 
the supplementary budget was 
reflected In figures yesterday 
which showed that the value erf 
consumer electronics produc¬ 
tion in September was 20 per 


cent down on the same month 
last year. 

The decline in industrial 
electronics products output, 
however, has slowed, with pro¬ 
duction value down 10 per cent 
in September from the same 
month last year. 

Tbe value of camcorder pro¬ 
duction - about 4.4 per cent of 
consumer electronics output - 
was 29 per cent down in the 
first nine months of the year 
compared to the same period 
last year, according to the fig¬ 
ures published by the Electron¬ 
ics Industry Association. . 



Senior Indian 
official charged 


Chier Mangosutbu Buthelezi (above) was yesterday criticised by 
South African President F W de Klerk for his plan to create a 
multi-racial autonomous state in Natal province, Patti Waldmetr 
writes from Johannesburg. Mr de Klerk said the plan would 
exacerbate township violence and impede the resumption of 
multi-party democracy talks. 

On Tuesday Chief Buthelezi, leader of the mainly Zulu inkaflia 
Freedom party, said he would bold a referendum to test popular 
.support for merging the Zulu homeland he heads with white-run 
Natal province. His insistence that he would go aheaul with the 
plan even without multi-party approval was seen as a veiled 
threat to declare unilateral independence from Pretoria unless 
Natal is granted autonomy within a Federal South Africa. 


By Stefan Wagstyl 
hi New Delhi and 
R C Murtfiy in Bombay 

A FORMER leading Indian 
civil servant and his two sons 
were yesterday charged with 
accepting illegal payments of 
“tens of millions of rupees” 
from foreign companies. 

Mr V Krishnamurthy, a for¬ 
mer top figure in state-owned 
industry, was accused of 
accepting secret commission 
payments from unnamed over¬ 
seas companies while chair¬ 
man of two state companies • 
Maruti Udyog. a car manufac¬ 
turer, and the Steel Authority 
of India. 

The Criminal Board of Inves¬ 
tigation claimed to have found 
evidence in support of its alle¬ 
gations during an investigation 
of Mr Krishnamurthy’s role in 
the Rs35bn (£830m) Bombay 
securities market scandaL 

Yesterday it raided homes 
and offices belonging to Ur 
Krishnamurthy and his fondly. 
The move shows the board’s 
determination to press home 
its investigations of the affair 
even against highly placed fig¬ 
ures like Mr Krishnamurthy. 
Mr Krishnamurthy has exten¬ 
sive political ties, and this 
raised fears tn Delhi last night 
that the political impact of the 
scandal could widen. 

A board erf investigation offi¬ 
cial said the commissions were 
paid by multinational compa¬ 
nies in connection with trans¬ 
actions carried out witii gov¬ 
ernment enterprises controlled 
by Mr Krishnamurthy in his 
capacity as a public servant. 
Mr Krishnamurthy’s sons, Mr 
Chandra Krishnamurthy and 


Mr Jaykar Krishnamurthy, as 
well as Mr Binoy Jacob, an 
associate, were also charged. 

The board said “tens of mil¬ 
lions of rupees” in commission 
payments were deposited into 
foreign accounts of Apten Mar¬ 
keting of Delhi and Link uni¬ 
verse, a Hong Kong-registered 
company, both owned and con¬ 
trolled by Mr Krishnamurthy’s 
sons and Mr Jacob. The compa¬ 
nies alleged to have made the 
payments were not named. 

Mr Krishnamurthy has pre¬ 
viously been charged with ille¬ 
gally accepting Rs2J3m from 
Mr Harshad Mehta, a stockbro¬ 
ker at the centre of the securi¬ 
ties market scandal, in return 
for political favours. - 

Meanwhile the Reserve Rank 
of India, the central bank, has 
separately refused permission 
for the local chief executive of 
Bank of America, tbe US bank 
which is Involved In tbe securi¬ 
ties market scandaL to extend 

his posting fo India 

Under Indian regulations, 
the central bank must approve 
the appointment of all top 
executives at both Indian and 
foreign banks. Mr Vikrara Tal- 
war, head of Bank of America’s 
operations in India, had 
applied for an extension well 
before his three-year permit 
expired on Monday. 

Bank of America said the 
refusal to renew his permit 
was unconnected with the 
scandaL The Reserve Bank 
said the decision was taken “in 
the normal course” of-events. 
But bankers in Bombay said 
the deeidon seemed to be 
linked to the strong criticism 
of foreign banks involved in 
the scandaL 
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ypt in war on militants 


By Francis Ghlles 


THE ALGERIAN guvernmeni is 
broadening the scope of its battle 
against Islamic militants by co-operat¬ 
ing with the Egyptian auihurities. 

The moves come after 10 years of 
estrangement between iho iwo coun¬ 
tries following Egypt's signing »«' the 
Camp David peace agreement and their 
diverging positions following Iraq's 
invasion of Kuwait in lyw. 

The Algerian government of Mr 
Belaid Abdessalam has declared “ail 
out war” on the Islamic Salvation Front 
(FIS) which was banm-il last February 
after the cancellation of the .second 


round of elections which the FIS was 
poised to win. 

Mr Sasi Lamuri. Algeria's minister of 
religious affairs, visited Cairo last 
month. Mr Mohamed All Maghub, his 
Egyptian counterpart, declared that 
both countries were trying to stop the 
“export of the Iranian Islamic revolu¬ 
tion''. 

Two weeks ago Algeria expelled 
seven Iranian diplomats, having with¬ 
drawn its ambassador from Tehran last 
winter following an Iranian press cam¬ 
paign against Algeria. Meanwhile the 
Egyptian and Algerian secret services 
are known to be working together on 
ways to control Islamic militancy. 


For the Egyptian government, the 
fight against Islamic radicals has taken 
on a new dimension since Islamic 
groups began making sporadic attacks 
on tourists in Upper Egypt A British 
tourist was killed and many German 
visitors were injured last month. 

After Mr Abdessalam’s declaration of 
“war” last week, the Algerian, authori¬ 
ties banned FlS-backed trade unions 
such as the Islamic Workers Union 
(SIT) and thousands of private associa¬ 
tions which, by late last year had virtu¬ 
ally become a parallel administration In 
many Algerian towns. 

Around 10.000 or so such associations 
sprang up in Algeria after riots in Octo¬ 


ber 1988 broke the Front de Liberation 
National's monopoly on power as the- 
oountiy's single ruling party. Most asso¬ 
ciations are believed to have been con¬ 
trolled by . tbe FIS. 

The Algerian authorities also 
suspended those FIS-controlled town 
councils which had not been suspended 
earlier this year. • • ' 

Terrorist attacks have killed an esti¬ 
mated 260 .members of the security 
forces since the government declared a : 
state of emergency on Pebraary 9 At 
test as many opponents of the regime 
have been killed and. at least 2,000 Mob. 
lem fundamentalists are believed to be 
detained in camps in southern Algeria. 


By Victor Mallet 
In Phnom Penh 

SIX United Nations 
peacekeepers were being held 
hostage by Khmer Rouge guer¬ 
rillas in Cambodia last night 
after more than 24 hours in 
captivity, the UN Transitional 
Authority in Cambodia (Untac) 
announced. 

A further six UN staff were 
injured by landmine explosions 
yesterday and Lt-Col Thierry 
Monet, the French chief of 
Untac's military operations, 
was injured when the helicop¬ 
ter in which he was travelling 
was hit by gunfire. He was on 
his way to assist in negotia¬ 
tions over the fate of the six 
captives. 

The incidents were a further 
indication of the increasing 
tension in Cambodia. Untac is 
registering voters for elections 
in May next year without hav¬ 
ing succeeded in disarming the 
four main tactions as originally 
planned. 

The Khmer Rouge Is refusing 
to abide by a peace plan it 
signed 13 months ago in Paris 
and some of its guerrillas have 
been telling Cambodian villag¬ 
ers not to take part in the elec¬ 
tion. At the same time govern¬ 
ment forces and Khmer Rouge 
units are preparing to do battle 
as usual now that the rains 
have ended. 

The six men held by the 
Khm er Rouge were unarmed 
military and naval observers. 
They include three Britons, 
Lieutenant Scott Verney of the 
Royal Navy and army officers 
Captain Richard Williams and 
Lieutenant-Colonel Mark Wal¬ 
ton. A New Zealander, a Petty 
Officer Oxenham, and two uni¬ 
dentified Filipinos are also 
being held. 

In London the Foreign Office 
condemned the attempt to 
undermine Untac's work in 
Cambodia and called for the 
immediate release of the six. 
Mr Douglas Hurd, the foreign 
secretary, contacted Mr Bout¬ 
ros Boutros Ghali, the UN sec¬ 
retary general, India, the cur¬ 
rent president of the UN 
Security CounciL was expected 
to see the Cambodian represen¬ 
tative at the UN.' 

Carrying only walkie-talkies, 
the observers were investiga¬ 
ting troop movements of 
Khmer Rouge and government 
forces from an inflatable boat 
on a river near Kompong 
Thom when they were appre¬ 
hended at a Khmer Rouge 
checkpoint 

Untac said it appeared the 
guerrilla commander suspected 
the observers of spying for the 
government Untac officials 
said it appeared the six men 
did not have an interpreter 
with them. 

Untac, which said the men 
were unharmed when radio 
contact was last made in mid- 
afternoon, announced that it 
had asked a Khmer Rouge rep¬ 
resentative in Phnom Penh to 
accompany a UN team to the 
area to secure the release of 
the captives, but the Khmer 
Rouge had not been co-opera¬ 
tive. 

“We are at this stage gravely 
concerned,” said Mr Eric Fait, 
Untac spokesman. “We have 
been unable to secure a NADK 
(Khmer Rouge) liaison officer 
to accompany us. This is very 
unfortunate and surprising.” 

He said of the six captives: 
They are being held hostage 
and they shouldn’t be.” He 
declined to give details of nego¬ 
tiations which took place yes¬ 
terday between Untac and the 
guerrillas. 

Britain said last night that 
the Untac chief liaison officer 
was on the way to the area to 
try to negotiate their release. 

It is the first tim e that any erf 
the 16,000 UN military, person¬ 
nel In Cambodia have been 
held captive for any length of 
time. Khmer Rouge leaders 
have refused Untac forces 
access to the territory under 
their control, but in a highly 
mobile guerrilla war it is 
almost impossible to say where 
one faction's territory ends ami 
another's begins. 

Two of the men. injured.in 
landmine blasts were Tunisian 
policemen whose vehicle ran 
over an anti-tank mine on a 
road near Stem Reap yesterday 
morning. Three Indonesian 
policemen and a Nepali were " 
injured two hours later when 
pieir vehicle detonated: another - 
anti-tank mine in tha same 
place. Untac personnel were 
toen ordered to stay off the 
road until it had Seen cleared. 

One of the Tunisians has 
fclready had a leg amputated, 
jmdit is feared that one of the 
Indonesians wili aiso lose a 

Kinshasatension 

Zmreajn security forces sealed 
off mini stry fr uttdtpg g in tte ■ 
capital Kinshasa yesterday as 
tension rose between President' 
Mobutu SeseSefco and his pro- 
opposition 'prime minister, Mr 
Etienne Tshisekedi. Reuter 
-reports from Kinshasa. - 
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Talks with IMF called off 

Governing 

in Brazil is 

■ 

put on hold 


Clinton warned on economic stimulus ! vcnezu f la 


By George Graham In Washington 

US business economists have warned 
President-elect Bill Clinton that his 
planned economic stimulus may 
achieve little. 

A survey by the National Association 
of Business Economists, published yes¬ 
terday, showed a median expectation 
that the economic programme outlined 
by Mr Clinton during his election cam¬ 


paign would result in just 0.2 percent¬ 
age points of growth more than expec¬ 
ted from a second Bush term. 

The economists said the investment 
tax credit and infrastructure spending 
outlined by Hr Clinton would have 
only a small effect on the US economy, 
bnt said that did not mean he should 
aim for a bigger fiscal stimulus. 

“Oar advice right now is to be cau¬ 
tious. Clinton needs to maintain the 


confidence of business and the mar¬ 
kets," said Mr Joseph Duncan, the asso¬ 
ciation’s president 

The NABE survey shows a median 
forecast of 2.6 per cent growth in gross 
domestic product next year, with 
unemployment projected to fall to 7.2 
per cent. Inflation is expected to 
remain around 3.4 per cent next year. 

Strong economic data in recent 
weeks have led more economists to 


urge Mr Clinton to think again about 
the need for an immediate fiscal boost 
as soon as he takes office nevt month. 

However, yesterday brought one 
weaker statistic, as the Commerce 
Department said sales of new homes 
fell by 10.3 per cent in October, appar¬ 
ently contradicting a report by (he 
National Association of Realtors show¬ 
ing that sales of existing homes had 
risen 9.1 per cent in the same month. 


J 


By Christina Lamb 
bt Rio do Janeiro 

■ . a 

“SERIOUSLY now. Let’s start 
.governing the country." was 
the caption under a cartoon of 
Brazil’s President Itamar 
Franco addressing Me cabinet 
on the front page of a Brazilian 
. newspaper this week. 

Ignoring the country's des¬ 
perate need for direction. Mr 
Franco has opted to put gov¬ 
erning on hold until the Senate 
Judgment on suspended Presi¬ 
dent Fernando Collor on 
December 18, expected to con¬ 
firm his impeachment. 

Tuesday night’s decision to 
call off negotiations with the 
International Monetary Fund 
pver a new accord was the 
strongest evidence of the con¬ 
fusion within the two-month- 
old administration, which has 
paralysed the country. 

The querulous Mr Franco 
has cancelled a planned 
address to the nation, delayed 
a new wage policy and dith¬ 
ered over privatisation. Last 
week he cancelled a privatisa¬ 
tion by fax and issued a decree 
putting himself in control of all 
prices in order to be able to 
readjust tariffs below inflation 
- in direct contradiction of 
IMF recommendations. 

His rejection of the orthodox 
economic programme elabo¬ 
rated by Mr Gustavo Krause 
and Mr Paulo Haddad, the 
economy and p lanning minis¬ 
ters, because it was “too Col- 
lorite” almost caused the two 
men to quit last weekend. 

Not only has Brazil failed to 
meet the targets of the $2.1bn 
(£L4bn) accord signed in Janu¬ 
ary, there seems little prospect 
of Improvement Inflation has 
been more than 22 per cent a 
month for the last year, the 
fiscal deficit is estimated at 7 
per cent of GDP, domestic debt 
is at its highest since 1989, and 
tax receipts are down 2S per 
cent. GDP per capita has fallen 
10 per cent since 1990. 

. Financial institutions are in 


chaos. The Federal Savings 
Bank has a SZlbn bole. Petro- 
bras, the state oil monopoly, Is 
raising costly short-term 
money to cover $5bn owed by 
the government and other 
state companies. Mr Murilo 
Portugal, the Treasury secre¬ 
tary. says the government’s 
cash situation is critical. 

The lack of policy definition 
has destroyed hope of a rapid 
economic turnaround. Consul¬ 
tants are revising forecasts 
downwards weekly and the 
government research institute 
1PEA has changed its projec¬ 
tions from a 2.5 per cent 
growth in GDP to a L5 per cent 
fall, despite an expected trade 
surplus of $15-5bn. 

This is the backdrop to the 
economics team's reluctance to 
re-open talks with the IMF. 
The official reason for the 
delay was the congressional 
impasse over a $12bn fiscal 
reform project crucial to bal¬ 
ance next year’s budget. The 
project is unlikely to pass this 
year. 

Congress has already slipped 
back into its old combination 
of inactivity and pandering to 
vested interests, slapping 
72,000 amendments onto next 
year’s budget Bills on intellec¬ 
tual property, patents, and pri¬ 
vate concession of public ser¬ 
vices are all stalled, while a 
much-needed port deregulation 
has retreated. 

This year had been seen as 
crucial for stabilisation 
because the next two years will 
be taken up with a referendum 
on the political system, a con¬ 
stitutional revision and elec¬ 
tions for congressmen, sena¬ 
tors, governors and president. 

The hope is that after the 
definitive judgment on Mr Col¬ 
lor. Mr Franco will begin tack¬ 
ling the array of economic 
problems. But Mr Luiz Padov- 
ani of Trevisan consultants, 
says: “This may be wishful 
thinking 1 The great fear is that 
after December 18 we will see 
Itamar’s real nationalist face.” 


No joy for Little Rockologists 

Jurek Martin on transition watchers forced to speculate on White House posts 

A LREADY President- Both are acknowledged trade Antonio, himselT a candidate ring the safer option of talking an unsubstantiated assumption 

elect Bill Clinton has experts but Ms Stern, it has for the Clinton cabinet itrans- only about the need for greater that he will get one of three 
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A LREADY President¬ 
elect Bill Clinton has 
kept a promise. Soon 
after winning the election a 
month ago, he said he would 
not announce any appoint¬ 
ments to his government 
before December, and he has 
not But December has now 
dawned and speculation over 
who gets what is starting to 
mount 

It remains mostly specula¬ 
tion. because this is proving a 
phenomenally discreet transi¬ 
tion operation, intent on avoid¬ 
ing. at all costs, some 
of the public tensions that 
have afflicted earlier inter¬ 
regna. 

Clusters of advisers have set 
up shop in Washington to 
investigate various aspects of 
policy, but the decision-making 
circle on appointments is in 
Little Rock and is tight - with 
Mr Clinton himself, his wife 
Hillary. Vernon Jordan and 
Warren Christopher, the twin 
transition directors, forming 
its core. 

All visitors to the Arkansas 
capital have been carefully 
noted by a press corps looking 
for any straw in the wind. 
Newspapers, magazines and 
news letters print lists of virtu¬ 
ally everybody who has been 
mentioned anywhere for any¬ 
thing. And there has already 
been a certain amount of semi¬ 
public competition for specific 
positions. 

The Wall Street Journal, for 
example, this week reported on 
a bitter subcutaneous battle, 
especially rife in the semi-con¬ 
ductor industry, over the 
respective merits of two lead¬ 
ing ftandiriataa for the job of 
trade representative - Ms 
Paula Stern and Mr Alan 
Wolff. 


Growth in world 
trade falling back 


By Frances Williams 
In Geneva 

THE growth of world 
merchandise trade has slack¬ 
ened in the second half of 1392 
after rising by an annual 5 per 
cent in the first half, according 
to preliminary estimates by the 
General Agreement on Tariffs 
and Trade (Gatt). 

- Giving the figures yesterday 
to Gatt's annual meeting in 
Geneva, Mr Lars Anell, the 
meeting's chairman, said the 
“somewhat downbeat assess¬ 
ment" for the past few months 
reflected weak demand in west¬ 
ern Europe and Japan. 

Mr Anell, formerly Sweden's 
ambassador to Gatt and now 
the country's representative In 
Brussels, said a successful con¬ 
clusion to the Uruguay Round 
would provide a much-needed 
boost to the world economy. 

International trade has been 
in the doldrums since the 
boom year of 1988. Last year 
growth in volume terms, at 3 
per cent, was the smallest 
since 1983 and Gatt predicted 
last March that growth this 
year would not exceed 4 per 
cent 

Interest in regional trading 
arrangements was high. Mr 


Anell said, with 16 accords 
notified to Gatt in 1992 against 
just one in 199L 
• The EC should stop looking 
for foreign scapegoats and 
accept responsibility for the 
reduction in farm export subsi¬ 
dies which is the key to a 
much-needed Gatt deal. James 
Dobbins, US ambassador to the 
EC. said yesterday, Lionel Bar¬ 
ber writes from Brussels. 

In a blunt address in Brus¬ 
sels. Mr Dobbins said it was a 
myth to suggest that the 
US-EC compromise on farm 
subsidies imposed greater sac¬ 
rifices on the Community. He 
also rejected complaints that 
Europe was altering its agricul¬ 
tural policies under US pres¬ 
sure, saying that change was 
driven first by the reform of 
the Common Agricultural Pol¬ 
icy (CAP) agreed by the Twelve 
last May. 

Without naming France, Mr 
Dobbins said: “European lead¬ 
ers have an obligation to 
explain these realities to their 
voters. European leaders have 
an obligation to accept respon¬ 
sibility for the policies they 
have set, and the bargains they 
have struck." 

Sp eaking at a conference on 
business opinion in the EC 


organised by United Parcels 
Service, Mr Dobbins said US 
cuts in subsidised exports 
would be comparable with 
“where not greater” than those 
of the EC. 

The US-EC deal calls for a 21 
per cent cut in the volume of 
subsidised exports. This fig¬ 
ures derives from the end of 
the 1968-90 base period, when 
US subsidy programmes grow 
foster than the EC’s. 

"This means that US subsi¬ 
dies will now have to be cut 
back more sharply than the 
Community’s,’* said the US 
ambassador. 

Measured against the volume 
of subsidised exports offered 
for sale this autumn until 
October 1993, the US will have 
to cut its subsidised exports of 
wheat by 54 per cent, barley by 
78 per cent, rice by 95 per cent, 
vegetable ails by 84 per cent 
and poultry meat by 52 per 
cent, according to Mr Dobbins. 

By comparison, based on 
European Farmers' Union pro¬ 
jections of subsidised form 
exports for the current year, 
the EC should have to cut back 
39 per cent in wheat, 9 per cent 
In baitey, 49 per cent in rice, 
and 39 per cent in poultry 
meat 


Telecoms suppliers in EC 
warn on reciprocal access 


By William Dawkins In Paris 

EUROPE’S 11 leading 
telecommunications equipment 

suppliers have warned the 
Brussels Commission that they 
will he at a disadvantage 
against North American and 
Japanese competition when the 
single market opens next 
month, unless the EC acts. 

The European Information 
Technology Round Table, 
chaired by Alcatel Alsthom of 
France, has asked Brussels to 
negotiate fair access to non-Eu¬ 
ropean markets before January 
k when an EC directive to cre¬ 
ate fine competition in public 
procurement for telecommuni¬ 
cations equipment comes into 
force. 

“Why should we open Euro¬ 


pean markets to competition 
from outside Europe without 
getting anything in return?" 
said Mr Pierre Suard, chairman 
of Alcatel Alsthom. 

The directive, which also 
applies to transport, energy 
and water, obliges public pur¬ 
chasing authorities to buy 
from the cheapest source, 

almost irrespective of origin. 
They may discriminate in 
favour of European suppliers 
only if the European tender is 
less 3 per cent above the 
cheapest foreign offer. 

Member states had asked the 
Commission to negotiate the 
same freedoms for EC suppli¬ 
ers In non-European markets, 
under the principle of reciproc¬ 
ity. Yet the' round table - 
which includes Siemens and 


Daimler-Benz of Germany, 
Philips of the Netherlands, and 
Olivetti of Italy - complains 
that Brussels has failed to 
obtain such a deal It says the 
directive should be delayed 
until Brussels does so, or only 
apply to foreign suppliers from 
countries with reciprocity 
agreements with the EC. 

Telecommunication opera¬ 
tors in the key non-European 
markets own or control their 
principal suppliers, white verti¬ 
cal integration of this kind 
barely exists in Europe. 

“We are one month away 
from the single European mar¬ 
ket, and the Commission has 
done nothing.’’ said Mr Fran¬ 
cois Petit, the Alcatel director 
who chairs the round table's 
telecommunications section. 


Both are acknowledged trade 
experts but Ms Stern, it has 
been noted with many nudges 
and winks, has tended more to 
represent foreign interests and 
Mr Wolff domestic concerns in 
their private consulting prac¬ 
tices. 

In a somewhat different vein, 
the New Republic magazine 
began what it called “a series 
of brief assessments of people 
we believe Clinton should not 
appoint to his administration” 
with a hatchet job on Con¬ 
gressman Lee Hamilton of Indi¬ 
ana, a possible secretary of 
state. 

Mr Hamilton, the magazine 
said in an article that was the 
pure grinding of the Washing¬ 
ton insider wheel, was afflicted 
with "innate caution" (he 
believed Lt Col Oliver North 
was telling the truth) and "a 
status quoism not unlike 
George Bush’s". 


T here is also political 
game-playing afoot, as 
in this week’s hot 
rumour that Senator Lloyd 
Bentsen of Texas, chairman of 
the senate finance committee, 
will become treasury secretary. 
This seems to fly in the face of 
previous wisdom, which bad it 
that Mr Bentsen and Mr Clin¬ 
ton - both, by Democratic 
standards, fiscal conservatives 
- might prefer Mr Bentsen not 
to leave the committee chair¬ 
manship, where the next in 
line is die less predictable, but 
always provocative. Senator 
Daniel Patrick Moyniban of 
New York. 

But the Texas newspapers 
have been awash with stories 
of a Bentsen move. Behind 
some of them may be seen the 
discreet band of Mr Henry Cis¬ 
neros, tbe former mayor of San 


Antonio, himself a candidate 
for the Clinton cabinet (trans¬ 
portation is most often men¬ 
tioned) but possibly more inter¬ 
ested In Mr Bentsen’s Senate 
seat if it is vacated early. 

The dilemma for all prospec¬ 
tive candidates is the extent to 
which they can be seen to be 
pushing for a particular posi¬ 
tion. As one former member of 
tbe Clinton campaign who has 
done some transition work put 
it, “not campaigning for the 
job means you won't gel it", 
and. “like a first at Oxford or 
Cambridge, you've got to do a 
bit of work but not be seen to 
do too much”. 

A feirly typical public perfor¬ 
mance this week was that of 
Mr John Young, former chair¬ 
man of Hewlett Packard and 
on many lists as a possible sec¬ 
retary of commerce. He drew a 
decent crowd to a Washington 
breakfast but ducked all ques¬ 
tions about the future, prefer¬ 


ring the safer option of talking 
only about the need Tor greater 
US competitiveness. 

Even political figures more 
accustomed to the limelight 
than Mr Young have been hid¬ 
ing behind bushels. Senator 
Bill Bradley of New Jersey, for 
instance, is now quoted at 
much shorter odds for the 
State Department than for the 
Treasury, in which he was 
once thought to have interest. 
There have been reports that 
he was sounded out by Little 
Rock before the Thanksgiving 
holiday last week about the 
foreign policy position but he 
has been far too discreet to 
comment at all. perhaps 
because he, too, was an Oxford 
man. 

The disposition of Mr Chris¬ 
topher. deputy to Mr Cyrus 
Vance in President Jimmy 
Carter's State Department, still 
seems to be central to Mr Clin¬ 
ton’s planning. There remains 


nn unsubstantiated assumption 
that he will get one of three 
critical jobs - secretary of 
state, attorney genera) or 
White House drier of staff 
Once he is placed, or not. other 
appointments may follow mure 
easily. 

Mr Tim Wjrth. the outgoing 
senator from Colorado who 
was among those known to 
have conferred in person with 
Mr Clinton last week, is 
another given a serious shot at 
one of three cabinet positions 
- energy, interior, or the Envi¬ 
ronmental Protection Agency. 
Mr Bruce Babbitt, the engaging 
former governor of Arizona 
and occasional intimate of the 
president-elect, is also fre¬ 
quently mentioned .is a candi¬ 
date for one of these slots. 

Washington is likely tu see 
Mr Clinton again next v.cek 
and he might come with a few 
envelopes in his pocket. It is, 
after all. that time of year. 
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Bentsen: hot rumour 


Moynihan: next in line 


Clinton: kept his promise 


NEWS: WORLD TRADE 


Idea pirates ‘dodging rules’ 

Nancy Dunne on complaints over counterfeiting enforcement 


FOUR years after the US 
Congress passed tough legisla¬ 
tion aimed at foreign piracy 
and counterfeiting, American 
companies complain that they 
are still losing bQlions of dol¬ 
lars because of inadequate pro¬ 
tection of intellectual property 
rights by other governments. 

“The improvements have 
been marginal,” says Mr 
Johannes von Schiicher, execu¬ 
tive director of the Interna¬ 
tional Anticounterfeiting Coali¬ 
tion (1ACC). “The US trade 
representative moves in and 
gets a wonderful agreement on 
paper, which everyone signs. 
They promise the world, but 
whatever they promise, they 
put into place for about six 
months and then everyone for¬ 
gets about it" 

The coalition represents 
more than 100 of the largest US 
exporters, including American 
Brands, Tlme-Warner, IBM, the 
Motion Picture Association of 
America, Monsanto and Walt 
Disney. The companies are 
urging the US government to 
provide more manpower to 
monitor international agree¬ 
ments and fight the increas¬ 
ingly sophisticated pirates of 
everything from bogus birth 
control pills and Levi Strauss 
blue jeans to counterfeit brake 
linings and machine parts. 

Mr van Schiicher says the 
CS has made "significant prog¬ 
ress” through the use of the 
“Special 301” section of the 
1988 trade law In getting coun¬ 
tries to sign agreements. “But 
the US needs to hold their feet 
to the fire” to ensure enforce¬ 
ment of those nacts. 

Special 301 directs the US 
trade representative to “name 
names" of those countries fail¬ 
ing to protect intellectual prop¬ 


erty rights. After negotiations, 
sanctions can be imposed, but 
lt has only once come to that. 

Last year when India refused 
to protect pharmaceutical and 
chemical patents, Mrs Carla 
Hills, the US trade representa¬ 
tive slashed $60m worth of 
Indian products from the US 
duty-free preference scheme 
for poor countries. This, she 
said, was “meant to be a rifle 
shot absolutely focused” on the 
beneficiaries of patent theft. 

Mostly countries have suc¬ 
cumbed to US pressure once 
they are named. Indonesia 
never made it on to the list but 

Software piracy 


improve protection of com¬ 
puter software, sound record¬ 
ings, pharmaceuticals and agri¬ 
chemicals, to join the Berne 
Copyright Convention and the 
Geneva Phonogram Conven¬ 
tion, and to grant copyright 
protection for 50 years. 

While companies have been 
impressed by these successes, 
they complain that there has 
been little follow-up. Mr von 
Schiicher cites the example of 
South Korea, which in 1989 
was removed foom the list of 
worst offenders after signing 
an agreement to amend its 
laws to give broader protection 


Perce ntage of software 
In use that is teegaf* 


ThaSand 

Iberia 

Poland 

Taiwan 


Italy 

Franco 

4 

Scandinavia 
UK & Ireland 
US 



Estimated 
losses, 1990 

rVa 

$520.2m 

iVa 

rVa 

£270J2m 
$339.0m 
£790.7m 
$367,001 
£607. tm 
$Z.4bn 


20% 40% 60% 80% 100% 


of programs used per coropA* 


cut a deal with Hollywood film 
makers to avoid the disgrace. 
The other Aslan tigers have 
fallen into line, one by one. 

China - in 1991 named the 
worst offender for protecting 
neither product nor process 
patents, copyrights, trade¬ 
marks or trade secrets - gave 
in last January. It promised to 


to intellectual property rights 
and to step up enforcement 
in the first year after the 
agreement. US Customs sei¬ 
zures of counterfeit merchan¬ 
dise from Korea dropped dra¬ 
matically. but in 1992. the; 
began to rise, approaching the 
levels of 1989. “Merchandise 
seized by Customs is the tip of 


the iceberg since Customs only 
examines a small portion of 
the merchandise entering the 
US,” Mr von Schiicher said. 

Eight trade associations rep¬ 
resented by the International 
Intellectual Property Alliance 
(I1PA) are so frustrated by 
Taiwan's failure to cope with 
copyright pirates, that it has 
vowed to oppose its member¬ 
ship in the General Agreement 
on Tariffs and Trade. 

In particular the HPA com¬ 
plains that Taiwan encouraged 
the financing and construction 
or seven compact disc manu¬ 
facturing plants, which alleg¬ 
edly use their excess capacity 
to manufacture pirate CDs for 
export. The pirated products 
have appeared in the Middle 
East, Africa and Europe "dis¬ 
torting the legitimate market 
in these regions". 

The 0PA is also calling for 
government action in Latin 
America, where pirates are cut¬ 
ting into the profits from US 
films, music, audio recordings, 
computer software and books. 

A US trade official said Presi¬ 
dent George Bush's administra¬ 
tion has been working hard to 
improve enforcement of prom¬ 
ised laws but “all these things 
work in fits and starts". Gov¬ 
ernments try to put local 
pirates out of business but tbe 
pirates are well organised and 
often dangerous. “Tbey fight 
every step of the way and 
many have political influence." 

Although multinational rules 
on intellectual property rights 
may be agreed in the Uruguay 
Round, the fight against 
pirates is likely to get tougher, 
the trade official said. "The 
more technology changes, the 
easier it becomes to steal the 
stuff." 


Illegal software merchants hit 


By Louise Kehoe 
hi San Francisco 

US PERSONAL computer 
software companies have 
launched a world-wide effort to 
crack down on software pirates 
operating electronic bulletin 
boatd systems which they 
allege are illegally distributing 
copies of their software pro¬ 
grams. 

Police in Berlin recently 
raided the premises of 13 bulle¬ 
tin board operations after an 


investigation by the Business 
Software Alliance, a group rep¬ 
resenting US software compa¬ 
nies. 

According to BSA. Berlin 
police seized about 25 comput¬ 
ers containing illegal copies or 
software programs. 

Electronic bulletin boards 
(BBs) consist of a computer 
that can he accessed by other 
personal computers via tele¬ 
phone lines. PC users can dial 
these services and obtain 
copies of programs or send 


messages. For the most part 
this is a legitimate cottage 
industry run by computer 
enthusiasts. Some, however, 
offer cheap copies of popular 
software programs. 

"Distributors of illegal soft¬ 
ware are now operating aggres¬ 
sively throughout the world, 
selling pirated copies of soft¬ 
ware to unsuspecting consum¬ 
ers,” said Mr Robert Hoiley- 
man, BSA president. Software 
piracy cost the industry an 
estimated $10bn to 812bn 


(£7.8bn) in lost sales last year, 
according to BSA. 

BBs distribution is one of 
several methods of "cross-bor¬ 
der” piracy which have become 
a primary focus of ami-piracy 
efforts by the software indus¬ 
try group. 

Others are the illegal copy¬ 
ing of software within multi¬ 
national companies and the 
establishment of software dis¬ 
tributors formed specifically to 
move counterfeit products 
from country to country. 


calls off 
national 
curfew 


> THE Venezuelan government 
; has lifted the national curfew 
j Imposed after Friday’s failed 
j coup, and restored the rights 
} to free speech, free transit and 
j public assembly. Ju.*-ph .Mann 
i writes In mi Cnr.uW*. 
i Mr l.uis Pinerua Ordaz, min- 
1 ister of the interior, said the 
! government hoped tu restore 
j the rights to freedom front 
I arbitrary arrest and the invio- 
| lability uf the home before 
j state and local eleetiuns un 
j December 6. 

! President C.irlt» Andres 
| Perez, the target uf two coup 
i attempts this year, has in 
I recent days stressed that he 
! does mu plan to change his 
1 free-market economic policies. 

i 

! Argentina debt 

] deal readv 

i 

! Argentina and its commercial 
| creditor banks arc tu sign u 
■ debt restructuring agreement 
I in Buenos Aires un Sunday. 
j the government announced. 

! wriles Junn Barium. 

| The ceremony wit! end 
< months of cliffhanging negoti- 
| atioos over the conversion of 
; S23bn t£15bn) in debt into 
bonds, which will substan¬ 
tially reduce the debt. 

Discovery shuttle 
lifts off ' 

j The space shuttle Discovery 
| yesterday blasted off with five 
astronauts and a secret satel¬ 
lite on the National Aeronau¬ 
tics and Space Administra¬ 
tion's last big mission fur the 
US Defence Department. AP 
reports from Cape Canaveral. 

The main objective uf the 
mission was the release of a 
military satellite. 

Ecuador monthly 
inflation 1% 

Ecuador's monthly inflation 
rate fell to 1 per cent in 
November, down from 6.3 per 
cent for October, suggesting 
that government anti-infla¬ 
tionary measures are begin¬ 
ning to take hold, Raymond 
Colitt write* from Quito. 


France 
keeps up 
oilseeds 
pressure 

By David Buchan in Paris 

FRANCE wants the EC to 
conclude a renegotiated oil¬ 
seeds accord with tbe US. leav¬ 
ing other elements of the con¬ 
troversial transatlantic farm 
deal to be resolved later in 
negotiations under the Gen¬ 
eral Agreement on Tariffs and 
Trade (Gatt). 

“We should settle the oil¬ 
seeds dispnte first," Mr Jean- 
Pierre Sols son, France's farm 
minister, said yester¬ 
day. 

France could accept the 
restriction in the US-EC agree¬ 
ment limiting Community cul¬ 
tivation of oilseeds to 5.128m 
hectares, bnt the ceiling on the 
amount of oilseeds which 
coaid be grown, on land set 
aside from food production, 
for industrial uses like bio-en¬ 
ergy, would have to be raised 
or removed. 

The French tactic seems 
aimed at raising again the 
option of separating the oil¬ 
seeds dispute from the wider 
Gatt farm row by arguing that 
the issue is not totally part of 
the Gatt negotiations. Two 
Gatt panels have demanded 
the EC change its oilseeds 
regime. 

Speaking to foreign journal¬ 
ists in Paris. Mr Soisson 
suggested that France might 
try to rally other EC govern¬ 
ments - notably that of Ger¬ 
many, which is a big oilseeds 
producer - for a direct 
approach to Washington for a 
rejigged oilseeds deal. But 
French Prime Minister Pierre 
Beregovoy was said yesterday 
to favour working through the 
European Commission accord¬ 
ing to established EC rules and 
protocol. 

Gatt will be one of the more 
delicate issues at today's Frau* 
co-German summit in Bonn. 
Mr Soissou acknowledged Ger¬ 
many faced a dilemma 
between "not wanting to sepa¬ 
rate itself politically from 
France, and not wanting to 
separate itself economically 
from the US". 

An Elysee spokesman 
suggested that President Fran¬ 
cois Mitterrand would not 
want to push Chancellor Hel¬ 
mut Kohl too hard on the Gatt 
issue. 
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NEWS: UK 


Union abandons ‘Legoiand’ 

anti-J apan talk S a n ri fo p r ark 
in no-strike deni 


By David Goodharl in London 

THE trade union which once 
denounced Japanese company 
councils and no-strike agree¬ 
ments as “alien practices” has 
signed a single-union, no-strike 
deal, with the Japanese com¬ 
pany Toray Textiles Europe. 

Toray Textiles will shortly 
open its third British plant at a 
greenfield site in Mansfield, 
Nottinghamshire, employing 
about 400 people. 

MSF. the 600,000-strong 
union representing mainly 
white-collar and professional 
staff, beat the GMB general 
union and the Knitwear Work¬ 
ers Union to secure the deaL it 
is the first it has signed for 
blue-collar workers. 

The agreement includes a 
classic Japanese-style no-strike 
deal, denounced in the past by 
MSF, under which failure to 
agree on pay or conditions will 
lead to external conciliation. If 
unresolved, the dispute Leads 
to “pendulum arbitration” at 
Acas, the conciliation service. 
Pendulum arbitration means 
the proposal of one side must 
be chosen, but no compromise 
can be accepted. 

Mr Roger Lyons, MSF gen¬ 


eral secretary, distanced him¬ 
self yesterday from comments 
made by his predecessor, Mr 
Ken Gill, at the 1991 TUC Con¬ 
gress attacking Japanese com¬ 
pany councils. “I'm not going 
to be held accountable for 
statements made in a personal 
capacity by my predecessor,” 
be said. 

He emphasised “things are 
moving on” in other areas of 
union policy, rejecting claims 
that MSF, along with other 
unions, was behaving hypocrit¬ 
ically over no-strike deals. He 
stressed that, unlike many 
other such deals, Toray is 
allowing the participation of 
full-time union officials on the 
company council and onion 
involvement in training. 

The EETPU - the electrical 
section of the AEEU craft 
union, which was criticised by 
other unions when it pioneered 
deals like the Toray one in the 
early 1380s - took satisfaction 
from yesterday's announce¬ 
ment. 

Mr Paul Gallagher, the elec¬ 
tricians' leader was “surprised 
but delighted that MSF have 
stopped seeing inward inves¬ 
tors as ‘aliens' which was their 
previous policy.” 


By Hilary Barnes in 
Copenhagen and Michael 

Ska pinker ip London 

LEGO, the Danish toys group, 
plans to open a DKrfOOm 
($97m) family amusement 
attraction on the site of the 
Windsor Safari Park, which 
closed last October. 

The 24.7 acre London park, 
scheduled to open In 1996. will 
be modelled on Lego's highly 
successful Legoiand amuse¬ 
ment park at the group head¬ 
quarters in Jutland. It will be 
the first Lego amusement park 
outside Denmark, but others 
are planned in Europe and 
America. Themes Interna¬ 
tional, the private leisure con¬ 
cern which owned Windsor 
Safari Park, went into receiver¬ 
ship last January. Several lei¬ 
sure groups, including First 
Leisure, the discotheque, ten¬ 
pin bowling and tourist attrac¬ 
tions group, are thought to 
have looked at the park. 

Lego expects the Windsor 
park to attract about 1.2m visi¬ 
tors a year. The Danish Lego- 
land park is the most-visited 
tourist attraction in Denmark 
outside Copenhagen, it is built 
around models of villages and 
well-known monuments warfa 
from Lego bricks, but also 
includes a funfair and gardens. 



* • * M' -V • - » •> •*>••• «• -v f- i. -*-'—f 


r ^ J ;'*+: ■ 




t t 

Hi*:- J.) 


rrn't 
U.'.i* -1 : •• 



- w >- I 




■Waiiii*41 


.* ■* t * 
u . * * .V + 


>•.a ; - :; • ;••• r• - \" • .. - * 


*_' 





1 * 

■X* * m-- 

S7; r * — , 1 . 

! s frr . 

;i ji^ m ’ 



GLORIOUS PAST: Liverpool’s A n glican (right) and Roman Catholic cathedrals frame a busy Camraell Laird yard in the 1980s. The River Mersey flows between. 

Cammeli Laird shinvard loses fight for survr 


By Ian Hamilton Fazey 


VSEL, the former Vickers war¬ 
ship builder, yesterday gave up 
its attempts bo sell the Cam¬ 
meli Laird shipyard in Birken¬ 
head by announcing it would 
close in July next year, with 
the loss of 900 jobs. 

Cammeli Laird was bought 
by VSEL for £1 in 1986 after 


the management buy-out of the 
Vickers yard in Barrow-in-Fur¬ 
ness from the state-owned Brit¬ 
ish Shipbuilders. Since then 
Barrow has largely concen¬ 
trated on building Trident 
nuclear submarines and Bir¬ 
kenhead on diesel-electric 
o nes . 

However, the end of the cold 
war has destroyed both yards’ 
markets. Work on the last 


Upholder class submarine 
being built at the Merseyside 
yard will be completed next 
June. Barrow has enough Tri¬ 
dent work for another three 
years, but has shed about 6400 
jobs since 1990 and expects to 
lose at least 2.000 more as the 
Trident programme runs down. 

Cammeli Laird, which has 
been an essential part of Mer¬ 
seyside’s economic structure 


for more than 100 years and 
had one of the area's few large 
concentrations of skilled 
labour, employed 2J000 people 
two years ago, but has been 
laying- .off workers regularly 
since then. 

Its best hope of survival lay 
in Liverpool Bay, where natu¬ 
ral gas has been discovered in 
exploitable quantities by 
Hamilton OIL Amec, the con- 

Britain in brief 




\ V 


struction and civil engineering 
group, looked certain to buy 
Cammeli Laird to service a 
new offshore industry only 20 
miles off tbe Merseyside and 
North Wales coasts. 

However, protests by envi¬ 
ronmental groups forced Mr 
David Hunt, the Welsh secre¬ 
tary, last March to refer plan¬ 
ning application for a new gas 
terminal to a public inquiry. 


five-year period, which was 
substantially better that the 
OECD average of a 30 per cent 
reduction. 

The most strike prone indus¬ 
tries in OECD countries are 
mining, manufacturing, con¬ 
struction, transport and com¬ 
munication. 


Together we have reached the height of success. 

(and you know what success breeds.) 
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There can be no finer example 
of successful European 

■ 

cooperation than the 
combination of industrial 
know-how in aeronautic and 
space programmes. 
Aerosp a tiale and its European 
partners have joined forces 
to win 50% of the launch 
vehicle market for Ariane. 

A major success which 
has been repeated wherever 
tbe spirit of cooperation 
is present: 1800 aircraft sold 

■ 

to date by Airbus Industrie, 

■ 

almost 40% of the global 

helicopter market for 

• ■ 

Eurocopter and close on 

550 regional transport planes 

■ 

supplied by ATR. 

As never before* the key , 
to continued development 
in the sector of aeronautics 
and space lies in 
the complementary skills 
of European industries. 

A powerful force in which 


Sharp rise in 
complaints 
about banks 

A FURTHER sharp rise in the 
nmnber.of enmplaintg - a gainst 
banks by personal customers 
was reported yesterday by Mr 
. Laurence Shearman, the bank¬ 
ing om budsman. 

Complaints in tbe year to 
September rose by 60 per cent 
to 10,109. 

-Hr Bhurman saidthe 
increase - the fifth consecu¬ 
tive yearly-rise from the 1,682 
made in the first year of the 
ombudsman scheme - 
reflected customer difficulties 
in the recession, and greater 
consumer consciousness. 

The number of complaints 
accepted by Mr Sh nrman for. 
foil investigation under his 
terms of refere n ce rose 28 per 
emit to 956. Of fiu 772 investi¬ 
gations he completed, some 38 
per cent resulted in bank com¬ 
pensation. 

The ombudsman scheme, in 
which 36 banks iiwindhp nil 
high street clearing banks par¬ 
ticipate, is limited to personal 
customers. The ombudsman 
deals only with claims of up to 
£100,009, and most awards 
were -between £100 and 
£10,000. - 
Hr 'Gordon Brown, the 
shadow chancellor, said Mr 
Lament should order a wide- 
ranging public. Inquiry into 
banks to examine “excessive” 
service charges and interest 
rates and the ‘inadequate 
information n available to cos- 
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Aerospatiale places increasing 
faith with everyday that passes. 




f. r :;.‘v ij- • 


■ ■% " # 




O r 

!-• t .- 


A C H I i 1 , - 


■ti’y ' 


s.* **nyr- 


■ - -i 

if *. ■_ 


i K . • 

-s * I 1 

*— L^nl 




: !•: \ 


- \ - 


NAME 


The Consumers’ Association 
said the rise in the number of 
complaints was "almost cer¬ 
tainly fife tip of the Iceberg". 
Mr John Befehon, association 
director, said , consumers woe 
“fed up to the back teeth with 
the banks* incompetence”. 


Warning over 
labour costs 

British companies ■ must con¬ 
tinue to reduce their-unit 
labour costs if the competitive 
advantage of starting's devalu¬ 
ation- is not to be frittered 
away, Mr Howard Davies, 
Director.Genezal of the Confed¬ 
eration of British Industry, the 
employers’ organisation; 
vrarned yesterday. 

. ■ ■ • ■" . _j- 

Strikes at 100 
year low in UK 

Despite recording the lowest 
domestic -strike figures for 
nearly a century in im 

midway down 
.tte OECD league table of 
-Strikes, according to an analy- 
^ :in tlm latest issue dFtim 
.Employment Gazette. 

In the 10 years 1982 to 1991 
Ifeare was a general decline In. 
all counofes la the number 'ol 
jwklug days lostfrom strikes 
but the . countries showing a - 
consistently high strike rate 
:wrae Greece, Spain and ftaly, 
and those wlth consistently 
•few .dftys lost from - strike 
arilon .were Switzerland, Aus- 
tria, Japan and the PTether- 

lUwfa 
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Tourist plan, 
for London 

A £2^m;publicity nampaign to 
attract hi^t-spending visitors 
' to London was launched yes- 
teday by 46 private and pub¬ 
lic-sector organisations, with 
the baling of film and sports 
personalities, including .Eliza¬ 
beth-. Taylor,. Sophia Loren, 
Roger Moore and Steffi Graf. 

The campaign, aimed at visi¬ 
tors from the US.and the UK, is 
. - supported by British Airways, 
American Express, the Fprte 
hotel group; Harrods, Marks 
and Spencer, the British Tour¬ 
ist-Authority and several Lon¬ 
don museums and other attrac¬ 
tions. 

Based on the slogan “It’s not 
only Londoners who love Lon- 
_don", the campaign will rely 
on newspaper and magazine 
advertising, direct mail and 
' Prodigy, a shopping service 
linking 1.8m personal com¬ 
puter users in the US. 

m 

Rhone-Poulenc 

investment 

Rhone-Poulenc, France's larg- 
- est- chemical company, is-to 
invest £l4m in new manufac¬ 
turing plant at Norwich. Tbe 
investment Is to create facili¬ 
ties for a new fungicide called 
bromuconazole. An existing 
plant to manufacture herbi¬ 
cides is also being updated 
under the. scheme. 

UK reserves ■ 

rise by $86m 

The UK's official gold and 7 for¬ 
eign currencies reserves rose 
an underlying C8Gm - last 
month, surprising City of Lon¬ 
don economists who had fore¬ 
cast another fell. 

In September and October 
the reserves fell quite, sharply, 
reflecting heavy spending by 
the Bank of England, oo - Sep* 

tember 16 , in a vain attempt to 
PRW up the pound. 

However, the official reserve 
-figures -are not oteoess&xlly- a *. 
8pod guide to flfffefaj 
" m thfi fweign ey^hang yg. . 
The Bank of England is able 

to shroudintorventlonTevris 

by borrowing on the foreign 
exchange forward - market,, 
loans which can be rolled over ■ 

It .also borrowed 
ninds from other European 
banks before . Blade 
Wednesday, which doiiot-baye' 

* be f paid back until the reW-. 
die of December. - : 

... “The rise, of 888m. tells ife.- 
: nothing about .what has beeh 
SpfeB on in terms of intervene . ' 
tion, said Mr John Sheppard, 
economist at SG Warburgs 
3“™es- “To look .to the offi- - 
«al reserves for guidance is a 
tost cause." 
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Home ofBBC ; ’ 

sold for flats 

studios in 
Shepherd’s Bush,' which w«e 
occupied :by the BBC. Jor 
50 years, 1 haye, been: 

Si or , elopment into 
oats Md houses: 3U6ue Grove 

of many <X &e 
z~a, 8 pionGeringpn^aann^s: 

in ^ n4r !^ 

-j. ■ 






ills) 


L J 


n 


- 

• ■ 

—• ■*V " 1 J- 

. ' 

■ 

jff-V;?; 

--'.a *■- ’’ 


• 1^’ _ 




199 


A ^ 

.'a .ni. . — 


Ar*' X. » 

-r P 1 - "1 

' -4 * 

--.1 —; 

sti.'.'XeK.'j 

Vvr--^rf 


. - 

12- - 


-1 -V fc 

■' J 1 ■ ■ - * 






^ _. — 


’' yyrf' 

?=x wemi- i 

‘ ‘fe-Sfife* 


?.Kr 




its auction pit 


ious 


v “ j V * 




TW Jr« 

T&zncs&ri. 

vJr-i* 

tv- 

nett Tiwwa 

— ■ •-* 

J'pWW'V 


r . 4 


rest' uf J -iwt 


ONEMOH 



•Tl 






. . ^ 



r , *• P * 


■ ? to ^ *”*1 


sc ; . 


* 




. : il 


C 


'... . v , 


• • • • 


Ixs? 



-r •' 


" | m A m \ 

■■ I 1 * -- 








































3 


! *J 2 


FINANCIAL TIMES THURSDAY DECEMBER 3 1992 


. .y.S 




•.fcfts&**3ai 


SflSl 


’ IV 


^ t *aSV> 


*3$ 


>urviv a | 


t ■ ■ i ■ i 

*"•* .i:'r !•,*.. 
aukm 


*|-V:\- 


1 !■■• * _ . ' ■- *11- _ 
*•?.. Hr 

■*-. f ■. r '- 1 ubij. 


*■ 1 -L Inn.. 




v_e;, r pvriud, 

-i«iLe-ikT lfl * 
3 avyraj-c of j ^ <*e 
-l:ur- 

J W.Llt lOaoiiwT 
ir.=i>p. in 

suisun. 


'urist plan 

■ London 

1 . i 

% • 

'\mn 

i J . ■“ jr^. 

■ -*■- iind po^ 

r . • , . i ’ : l ^ !i, - i ^. cm 

\ . ip®L 

;*:.n; Eb 
•. •'■■■^ Loru 

• ' r : : >sa Gnt 

g • "■ -Ti-.iijina. 

'. • » ■ -■".rVFsE 


■• -iLHTail 

■ Fura 
tort 
Tour 
■■•TilLOB 
•■"■V" JOT 


- 'It v m 

Lyj . 

' .-uira* 

. r.\,:-J2Z\2 
‘ Hall <25 
n ..: JVf.ll: 

'! •: IL'S’ 


loiiv-Poulenc 

voir'ir^n 

r* 1 l.-■: si? 

. J*ff 

r. r..-’A mnifif- 

:■ ■, .v \j7M!dLfa 

. .rMiebfb’ 

i. -■•■■■. .n'.-^'.'cetalW 

. . . .-.]. tv!**? 

■ :. .. :yre bcrte- 

x .-. -■ :2r updjiri 


i. .. ■ i ■ ■> 


NEWS: UK 


ft 

BT, Mercury to Major success 
cut UK phone rests on fear c 
bills in 1993 summit failure 


;B*Hugo Dixon 
anti Roland Rudd 

’lONY PHONE BILLS will be 
reduced from January after 

British Telecommunications 

and Mercury Comm unica ti on s 
yesterday announced a series 
of-price changes. 

“ Further cuts in phone bills 
are in prospect later next year 
as a result of vigorous competi¬ 
tion unleashed between the 
- two telecommunication compa¬ 
nies. 

tn a break with its tradi¬ 
tional pricing policy. BT said it 
might reduce its prices by 
more than it was required by 
Oftel, the industry regulator, 
in order to persuade customers 
to make more calls. 

The change In BTs pricing 
policy has been prompted by a 
combination of increased com¬ 
petition, tighter regulation and 
the arrival of new executives 
who have experience of mar¬ 
ket-driven industries. 

Prominent among these is 
Mr Michael Hepher, group 
managing director, who was 
chairman of Lloyds Abbey Life 
until last year. 

BT yesterday announced a 
freeze on call charges, bigger 
discounts on its standard rates 
for customers who make many 
calls and Improved terms on 
its optional pricing packages. 
Calls to the DS and Canada 


will be cut by between 3 and 
10 per cent. But BT said 
that line rental charges would 
be increased by 6.9 per 
cent. 

As a result of the rfvangwq 
businesses wfll see their phone 
bills fail by between 0.6 per 
cent and 4.1 per cent, depend¬ 
ing on their size, BT said. 

But the average residential 
customer’s bill will rise by 3.4 
percent 

Mercury pre-empted BT’s 
price changes by announcing 
improvements to its own 
optional pricing packages, 
which it said would give cus¬ 
tomers extra savings of 5 per 
cent. Optional pricing pack¬ 
ages are a new feature in the 
UK telecommunications mar¬ 
ket which allow customers to 
pay cheaper call rates tn 
exchange for higher standing 
charges. 

Mr Hepher also said that BT 
had more price cuts “up our 
sleeve" which it did not want 
to reveal for competitive rea¬ 
sons. 

According to preliminary cal¬ 
culations by Oftel, BT is 
required to cut its prices on 
average by a further 2 per cent 
before the end of next July to 
comply with regulations. 

This would cut phone bills 
by another £l50m. 

Leader, Page 12 


Gilts auction proves a 
serious disappointment 


By Sara Webb 

THE FIRST auction of UK 
government bonds since ster¬ 
ling's Ignominious departure 
from the European exchange 
rate mechanism in September 
proved a serious disappoint¬ 
ment yesterday as foreign 
Investors stayed away from the 
gilt market, leaving domestic 
buyers to pick up the stock. 

The Bank of England, which 
had put £2£bn of gilts on offer, 
received bids totalling only 
£3.l5bn, seen by the market as 
a very low cover ratio. 


“The auction has confirmed 
the general view that UK inter 
est rates are unlikely to come 
down substantially In the short 
term", said Mr John Kendall, 
economist at Baring Sterling 
Bonds. 

The gilt issue on offer, 8 per 
cent Treasury stock due 2003, 
had been expected to appeal to 
overseas investors. The issue is 
expected to take over as the 
new 10-year benchmark, which 
is used as a reference for the 
rest of the market because of 
its size and liquidity. 

Gilts, Page 29 


rests on fear of 
s ummi t failure 

Philip Stephens examines what is at stake at next 
week’s Edinburgh summit and discovers that the 
success of the UK prime minister's EC presidency 
depends on some complicated trade-offs: a crucial 
factor may be the market reaction to failure 

B RITISH prime minister powerful argument - one 
John Major cannot yet which Britain believes has par 
be sure whether next ticular resonance in Europear 


B RITISH prime minister 
John Major cannot yet 
be sure whether next 
week’s Edinburgh summit will 
turn out to be a triumph or a 
disaster. Those in Whitehall, at 
the heart of the government's 
administration, prepared to 
quote odds on a successful out¬ 
come suggest that they stand 
at present at slightly worse 
than 5060. 

That may be deliberately 
over-cautious. It is in Britain's 
interests to play down expecta¬ 
tions. Its partners meanwhile 
are not ready to reveal their 
foil hands. The prime minis¬ 
ter’s tour of European capitals 
is judged by his officials to 
have been a "moderate suc- 


But as at Maastricht a year 
ago. the most important bar¬ 
gains can be struck only by 
heads of government 

Mr Major’s principal hope for 
success rests on an assumption 
that has nothing to do with the 
detailed agenda: that his Euro¬ 
pean colleagues will conclude 
they cannot afford to felL Rati¬ 
fication of Maastricht has 
acted as a lightning conductor 
for popular disenchantment 
with the Community. With the 
economic outlook ever more 
depressing, a row at Edinburgh 
would reinforce the perception 
of the treaty as an indulgent 
irrelevance. 

There is a practical dimen¬ 
sion to the warning. It is being 
applied by the British presi¬ 
dency as a none-too-subtle 
form of blackmail. The finan¬ 
cial markets, the argument 
runs, remain nervous and vola¬ 
tile - witness the latest bout 
of speculation against the 
French franc. The speculators 
are unconvinced still that cen¬ 
tral banks can hold the line 
within the European erahanga 
rate mechanism. What chance 
would the ERM have if Euro¬ 
pean leaders were seen to be 
incapable of agreement on the 
Community's future? It is a 


powerful argument - one 
which Britain believes has par¬ 
ticular resonance in European 
capital cities such as Paris. 
Madrid, Lisbon and Dublin. 

It is also a two-edged sword. 
Mr Major more than any other 
leader in Edinburgh needs a 
political success. If Europe is 
Judged to have failed then 
Britain will bear much or the 
opprobrium. 

The list of issues that must 
be resolved is formidable. As of 
yesterday the presidency could 
cite a dozen items which one 
government or another insists 
should be on the agenda. 
Alongside the core internal 
issues - future financing. Den¬ 
mark, enlargement, the single 
market, subsidiarity and the 
economy - are a range of 
smaller but potentially 
obstructive Items. 

Germany, for example, wants 
more seats in the European 
parliament. It is also deter¬ 
mined that the heads of gov¬ 
ernment look seriously at 
nuclear safety in the former 
Communist bloc. Macedonia is 
demanding recognition by the 
Community. Greece is threat¬ 
ening a walk-out if it is given. 
All the summit leaders recog¬ 
nise they must be seen to be 
responding to the unfolding 
human tragedy in Bosnia. 

A crowded and complex 
agenda has obvious drawbacks. 
Deadlock on one issue could 
hold up agreement on every¬ 
thing else. Mr Felipe Gonzalez, 
for example, has indicated that 
the price of a deal with Den¬ 
mark Is a future financing 
accord with lots of what Brit¬ 
ish officials refer to disparag¬ 
ingly as Spaingeld. The even¬ 
tual outcome may well depend 
on how obstinate Mr Gonzalez 
is prepared to be. 

Those two issues - the bud¬ 
get and a package of exemp¬ 
tions to allow a second Maas¬ 
tricht referendum in Denmark 
- are judged by the presidency 
to be the key to success. With¬ 
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John Major seeking the heart of Europe 


out an agreement on both, 
Edinburgh will be judged a 
failure. 

But the links offer advan¬ 
tages as well as drawbacks. 
They provide the scope for 
tradeoffs: compromise on one 
issue can buy a government 
concessions on another. It is a 
form of negotiation that Mr 
Major, a master of detail, 
excels at. 

There are more hopeful signs 
than the public rhetoric sug¬ 
gests. France has indicated pri¬ 
vately that if Mr Major does 
not indulge in self-congratula¬ 
tion it will not provoke a row 
at Edinburgh on the EC-US 
farm trade deal. Chancellor 
Helmut Kohl has told the 
prime minister that he will do 
his best to ensure the summit 
is a success. British officials 
are confident that disagree¬ 
ment over the scale of any eco¬ 
nomic recovery package can be 
finessed by skilful drafting. 

The southern states have 


rejected out of hand as miserly 
tbe budget compromise prof¬ 
fered by Mr Major. Germany 
and the Netherlands insist it is 
too generous. The presidency 
sees scope for technical adjust¬ 
ments in the resources formula 
which might yet bring the two 
sides closer together. 

British officials hope also 
their compromise position on 
Denmark will meet Copen¬ 
hagen's concerns while 
respecting the determination of 
others not to re-open the 
treaty. It suggests a range at 
instruments to give Denmark 
the opt-outs it seeks. 

It could all yet unravel. 
European leaders have been 
known before to prefer stub¬ 
bornness to self-interest. Mr 
Major, however, will devote 
every ounce of his energy to 
ensuring that they do not 
make that mistake again. 

He has as much to lose per¬ 
sonally as does the Community 
collectively. 


New plan 
to break 
Danish 
deadlock 

By Philip Stephens in London, 
Hilary Sanies In Copenhagen 

MR JOHN MAJOR last night 
tabled new proposals designed 
to break the deadlock over 
Danish ratification of the 
Maastricht treaty at next 
week's European Community 
s ummit 

But the outlook for the Edin¬ 
burgh meeting was simulta¬ 
neously clouded by an admis¬ 
sion from Downing Street that 
the prime minister has been 
unable sa far to agree a time 
for pre-summit talks with Pres¬ 
ident Francois Mitterrand. 

British officials sought to 
play down the significance of 
the apparent snub by Paris, 
insisting that official contacts 
had established a large mea¬ 
sure of agreement between the 
two sides on the main summit 
issues. 

As Mr Major returned from a 
three-day tour of European 
capitals. Downing Street said 
its latest proposals were 
designed to meet Denmark’s 
demands for a dilution of its 
treaty commitments on 
defence, citizenship, interior 
and justice issues and mone¬ 
tary' union. 

But the presidency compro¬ 
mise - framed in terms of a 
legal declaration - would 
respect also the insistence of 
other European governments 
that there should be no re¬ 
opening of the treaty. 

Speaking on Mr Major's 
return from talks with the 
Danish prime minister, Mr 
Poul Schluter, in Copenhagen, 
British officials said that the 
British presidency was hopeful 
rather than optimistic of an 
overall deal at the summit. 

They warned that the- north- 
south division within the Com¬ 
munity over future financing 
remained as wide os ever, with 
Spain in particular threatening 
to block progress on other 
Issues if Us demands for more 
"cohesion" funds were blocked. 

Mr Major will resume his 
tour of capitals at the weekend. 
Relations between the the 
prime minister and President 
Mitterrand have been frosty 
since last month when Mr Mit¬ 
terrand criticised Britain's 
handling of Its EC presidency. 


Mortgages 
linked to 
age and 

family size 

By John Gappor, 

Banking Correspondent 

BRISTOL & WEST Js to 
become the first building soci¬ 
ety (home loans and savings 
institution) to price new mort¬ 
gages according to the borrow¬ 
er's age and family status. The 
move is likely to lead to 
higher charges for young, 
unmarried conples without 
children. 

From the middle of next 
year, the society is planning to 
assess the credit risk of new 
borrowers using factors such 
as age. marital status and 
number of children. 

The move could lead to a 
gap of up to 4 percentage 
points in the interest rales the 
society charges to different 
borrowers. 

Bristol & West, the 10th 
largest building society by 
asset size, said that both 
unmarried couples and young 
adults living together as 
friends had proved to be worse 
credit risks in terms of mort¬ 
gage arrears and reposses¬ 
sions. 

"It is an economic policy, 
although it sounds moralis¬ 
tic." Mr Tony FitzSimons. 
chief executive, said yester¬ 
day. "You have to consider 
people’s lifestyles because 
regretabiy those who are not 
bonded by marriage have a 
higher propensity to break up. 
and not pay the mortgage". 

Mr FitzSlmons said the soci¬ 
ety had found tbat unmarried 
couples were 50 per cent more 
likely to fall into arrears than 
married. Childless couples 
were more likely to default 
because their bills increased 
when they had children. 

The Building Societies Asso¬ 
ciation said yesterday that 
societies were gradually vary¬ 
ing charges according to types 
and sizes of loans. However, 
none had yet started to charge 
differently according to cus¬ 
tomer profiles. 

Bristol & West Is still work¬ 
ing on the policy, based on 
research among defaulting 
among borrowers who took 
mortgages in the 1980s. It 
notes that young borrowers 
are possibly less embarrassed 
about repossession. 
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At BMW we believe a car should be some¬ 
thing everyone can enjoy- 

Which is why our designers make sure that 
each and every BMW is as beautiful to look at 

as it is to drive. .. . 

These days, however, achieving that end is 

especially challenging. To preserve the^chamc^ 

teristic BMW design while accommodating new 

• social and environmental ooneam.i requresi an 

Unprecedented amount of skill and artistry, 


combined with entirety new ways of thinking 
about how a car should be designed and built. 

Take the desire to make a BMW even more 
aerodynamic. Conventional wisdom said this 
couid be achieved only by compromising the 
way a BMW looks. Our team of engineers and 
designers thought otherwise. So they came up 
with a solution incorporating a simple yet ingen¬ 
ious innovation. By reducing drag on the under¬ 
side and less visible areas of the car, one could 


improve aerodynamic efficiency without aban¬ 
doning aesthetic integrity. 

This is just one example of the efforts we 
make to ensure that every new BMW re¬ 
mains a true BMW. Whether it's the 8 Series 
shown above or our award-winning 3 Series, 
we go out of our way to guarantee that our 
cars provide pleasure not only to their owners, 
but also to anyone who just happens to see 
a BMW pass by. 



THE ULTIMATE DRIVING MACHINE 
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Tomkins explains 


Forecasts for all UK motor vehicle traffic 


to charge drivers would ease traffic congestion 



index 1991=100 
225 — 


Traffic 


Upper forecasts 


Lower forecasts 
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road prices 


T ime is running out for road 
users. With congestion 
becoming a worldwide 
problem, drivers may bave 
to get used to the idea of paying for 
their journeys. 

This is certainly true in Britain, 
where new solutions are being 
looked at more closely than ever. 
While recession may have taken 
some of the heat out of the traffic 
crisis, it will not be long before 
vehicle ownership and use resume 
their rapid rise. In barely a decade, 
according to UK government fore¬ 
casts, traffic levels could be 50 per 
cent worse than they are already. 

The question is: just how is this 
traffic growth to be accommodated? 
Many large towns and cities already 
experience intolerable levels of con¬ 
gestion, but few bave room for more 
roads. Many trunk roads and motor¬ 
ways are also packed, but even 
where environmental consider¬ 
ations allow for widening or new 
construction, the government can¬ 
not afford the huge sums required. 

In both cases, it seems, something 
will have to give: and in both cases, 
it looks like being the road user. 
Indeed, if there were ever any 
doubts on the issue, they were dis¬ 
pelled by two separate government 
announcements on the sensitive 
issue of road charges. 

One came from Norman Lam ent, 
the Chancellor, in his Autumn 
Statement, if the country was to get 
the transport infrastructure it 
needed, the private sector would 
bave to help provide it. The under¬ 
lying message was that private com¬ 
panies would be encouraged to 
build toll roads. 

What may prove harder to swal¬ 
low is the government's other 
announcement. At a London traffic 
congestion conference last month, 
John MacGregor, the UK Transport 
Secretary, fired what appeared to be 
the first shot in a campaign to 
soften up attitudes in readiness for 
the introduction of electronic road 
pricing in urban areas later this 
decade. 

The big difference between this 
kind of road pricing and motorway 
tolls is its motives. While the pur¬ 
pose of motorway tolls is to 


increase the supply of rood space by 
raising money for road building, the 
purpose of road pricing is to reduce 
demand for road space by pricing 
people off the roads. Understanda¬ 
bly, the latter is likely to prove an 
extremely sensitive political issue. 

For that reason, the technology of 
urban road pricing will be crucial. 
Any system will have to win public 
acceptability to stand a chance of 
winning political approval. That 
means it will have to be seen as 
fair, easy to use, difficult to outwit, 
and respectful of civil liberties. 

Experience abroad is of little help. 
The only fully-fledged urban system 
in the world today is In Singapore, 
where motorists have to buy a daily 
or weekly permit to drive into the 
city centre in peak periods. Permits 
are checked visually by police at 
the city's 29 entry points. 

In theory, that system could be 
replaced by an electronic one using 
existing toUgate technology. On the 
Dartford Crossing, east of London, 
for example, vehicle owners can 
open an account with the operating 
company and have it debited elec¬ 
tronically each time they use the 
bridge. A matchbox-size device in 


their windscreen is read by a road¬ 
side beacon and opens the toligate 
automatically if the owner's 
account is in credit. 

But borders around cities, elec¬ 
tronic or otherwise, suffer several 
disadvantages. One is that they cre¬ 
ate undesirable cordon effects - for 
example, encouraging people to 
dump their cars at tbe border or 
divert around it on unsuitable 
roads. Worse, they are simply 
unfair, for they impose the same 
charge on someone momentarily 
crossing the border as on someone 
spending the whole day driving 
around the most congested areas of 
the city centre. 

A better system was that tested in 
Hong Kong in the early 1980s. Cars 
were fitted with electronic number 
plates which were read by elec¬ 
tronic loops in the road surface, and 
motorists were presented with bills 
according to their use of the roads. 
The experiment failed, however, 
because of people's concern that the 
technology' could be used to trace 
their movements. 

Two systems under development 
in Britain today have sought to 
overcome this objection by avoiding 
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the need to record where vehicles 
have been. One, congestion meter¬ 
ing, is being developed for Cam¬ 
bridgeshire County Council by the 
universities of Newcastle and Nor¬ 
thumbria. The other, called Time- 
zone. is being developed by GEC- 
Marconi, tbe aerospace and elec¬ 
tronics arm of Britain’s General 
Electric Company. 

Congestion metering, devised as a 
means of countering acute conges¬ 
tion in Cambridge, Is aimed at dis¬ 
couraging people from using scarce 
road space at tbe busiest times by 
charging drivers. 

Vehicles would be fitted with 
meters that monitored their prog¬ 
ress through traffic. Any vehicle 
stopping four times or more within 
any half-kilometre stretch, or tak¬ 
ing more than three minutes to 


cover that distance, would start 
clocking up units. 

Drivers would pay for tbe units 
with pre-paid smart cards which 
would be inserted into tbe meter 
and debited as the journey prog¬ 
ressed. ff the meter ran out, a 
linked device would cut ofF the fael 
supply - though an overdraft of. 
say, 50 units would be allowed to 
give people time to buy new cards. 

Normally dormant, the meters 
would come into operation when 
activated by microwave signals 
from roadside beacons at entry 
points to the city. Similar signals 
would switch the meters off at exit 
points. 

People without meters would 
have to buy day passes at slightly 
more than the average cost of a 
metered city centre journey. These 



BMW's city hybrid 


BMW’s Cl prototype: has the same protection in a head-on Impact as a small car 


B MW has just unveiled a 
potential and partial 
solution to traffic 
congestion, calling it “a blend of 
the obvious and a little original 
thought". 

The German car and motorcycle 
maker is putting forward its Cl 
prototype as a possible way of 
taking advantage of the road space 
and journey time-saving merits 
of the motorcycle, without the rider 
being excessively exposed to the 
usual safety hazards. 

BMW claims that the Cl, which 
has an aluminium space frame 
with built-in front and rear 
crumple zones, has the same 
protection in a head-on collision 
as a small car. It is fitted with a 
car-type seat, safety belts and 
roll-over hoop. 


Despite suggesting that a helmet 
could be regarded as superfluous, 
even Munich-based BMW 
acknowledges that the Cl is much 
like any other motorcycle in the 
event of a side impact 
In practical terms, the wind 
protection and overhead structure, 
plus the seating arrangement and 
50 litres of luggage capacity, are 
claimed to eliminate vulnerability 
to most weather conditions. 

BMW acknowledges there is "not 
much chance" of the Cl going into 
commercial production, but this 
is not wholly ruled out: BMW's 
Z1 plastic-bodied sports car began 
life as a similar off-beat concept 
but was eventually put into limited 
production. 

John Griffiths 


would also respond to roadside bea¬ 
cons. Any vehicle failing to respond 
would have its registration plate 
automatically photographed by 
roadside cameras so drivers could 
be traced and penalised. 

Timezone. too. would require 
vehicles to be fitted with in-car 
meters charged up with smartcards 
and brought into operation by radio 
waves. But in this case, transmit¬ 
ters would be installed not just at 
the entry to the city, but through¬ 
out the charging zone, with the 
meter responding to the nearest 
transmitter. 

A city like London would proba¬ 
bly have several zones charging dif¬ 
ferent rates according to the degree 
of congestion. Charges could also 
vary according to the time of day. 

if a vehicle ran out of credits, the 
roadside transmitters would sense 
this and automatically report the 
vehicle's registration number to the 
authorities. But GEC-Marconi 
emphasises that registration num¬ 
bers could not be detected as long 
as meters remained charged. 

People entering the charging 
zones without Timezone devices 
would have their registration plates 
photographed with a view to penal¬ 
isation. But visitors buying tempo¬ 
rary passes would have their regis¬ 
tration numbers passed on to the 
computer which would then ignore 
the photographic record. 

What the government thinks of 
these competing systems will 
become clearer when the Depart¬ 
ment of Transport publishes its 
report on the technological options 
for road pricing early in 1993. 

That will be just an interim 
report; the results of the govern¬ 
ment’s full investigation into road 
pricing are not due until 1994. Even 
so, the writing seems to be on the 
wail for free motoring. - 


full of 

chaos 


M ore in-car Information 
may cut stress by 
enabling drivers to avoid 
crowded routes and car parks, but 
it could also boost chaos on the 
roads. 

Worried tbat motorists could be 
swamped by data on anything from 
traffic snarls to local places of 
interest, the UK's Department of 
Transport has commissioned a code 
of practice on car telephones, in-ve¬ 
hicle computers and sophisticated 
route guidance systems. 

With so much data, drivers could 
face a battery of dials and displays 
similar to a small aircraft cockpiL 
But unlike a pilot they will have 
only a split second to scan tbe 
screens and take in the data. 

The DoT agrees that additional 
real-time information will benefit 
motorists on increasingly busy 
roads, but it does not want them 
crashing into each other as they 
follow detailed electronic maps. 

Jane Robertson, senior project 
officer at ICE Ergonomics, Lough¬ 
borough University, which is doing 
the DoT research, says the code, 
available in draft form early in the 
New Year, will look particularly at 
the new hardware likely to distract 
a driver from more than the brief¬ 
est glance. The team will assess 
such factors as the size of display 
screens, the number of words In a 
display, the duration of messages 
and the presentation of graphics. 

It will also look at the position¬ 
ing of the hardware in terms of 
field of vision, as well as whether 
drivers need to stretch from their 
seat to reach the controls or see the 
displays. Additionally, Robertson 
says'tbe type of materials and the 
use of different types of controls 
also need be addressed. 

Without proper guidelines, she 
says manufacturers could produce 
hardware with rough edges or inap¬ 
propriate materials, resulting in 
drivers receiving severe body dam¬ 
age if an accident occurs. 

Peter Williams of the DoT’s 
driver information unit says the 
aide will be voluntary bnt expects 
all manufacturers will be keen to 
follow it for their own marketing. 

He claims the DoT is the first 
national transport department in 
Europe to conduct such research, 
although the the idea has been wel¬ 
comed by other transport offices. 

Alan Jabez 


Only 

the strong 
survive. 


The sheer ability of a Rolex Ovster in keep going- 
even under the most severe conditions — i.t legendary. 

Its seamless Oyster shell is hewn from a solid block <»l 
stainless steel, l.Set gold or platinum. A year in the making 
a lifetime to appreciate its timeless eh-g.uu e. 

The Rolex you always promised wnirsrlf is waiting 

for von in mir showroom. 
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CONTRACTS & TENDERS 


j&i Treuhandanstalt 

** (The government agency privatising eastern Germany property) 
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As part of its Small Business initiative, the Treuhandanstalt is privatising 
many of its portfolio companies through a simplified sates procedure. The 
following paper companies are included in this Initiative. 


Papierfabrik Greiz / 

Thuringen 

Production of manilla cardboard, 
photoprotecting paper, colored 
special papers. 

3 paper machines, 88 employees 
property area: approx. 45,000 sqm 
target price: 500 thousand DM 
plus cash value of current assets 


Papierfabrik Antonsthal / 

Freistaat Sachsen 

Production of recycling paper, 
mechanical writing and printing 
paper, artificial parchment. 

2 paper machines, 100 employees 
property area: approx. 137,000 sqm 
target price: 500 thousand DM 
plus cash value of current-assets 



GET YOUR 
DELIVERY IN 





If you work in the business centres of Buar. BumtI. Berne. Hicl. l-rih«>uru ;nul lh-.- ..t.<i .nnl 

Luc Leman from Geneva to Villeneuve. Lausanne. I.iig.im>. I.tuxru. Ncudi.iiti su.l du i-'BH' .mil vill.igw 
around Zurich see. St Gullcn, Zug. Zurich or Wimcrihur well deliver vur d.il- «.-•[»•. «■( ik i l in .■umi lice 

at no extra cost. Call Peter Lancaster h»r dci.iiK un i •enev: or; i “ M l»«n i 
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Please order the new catalog - 
"Small Business initiative" 
from us right away. Use your chancel 


Papierfabrik Schonfeld / 

Freistaat Sachsen 

Production of mechanical natural 
papers and volume papers. 

1 paper machine, super calender 
for sc paper, 120 employees 
property area: approx. 61,400 sqm 
target price: 800 thousand DM 
plus cash value of current assets 


Fur further free Information and the catalog please contarT 


imw* . Perrier 
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Treuhandanstalt 

Investor Relations • Mrs Dammann 
Leipziger Strade 5-7 
0-1080 Berfin/Germany 


Tel 


Telex 


+49-30-31544775 

.+49-30-31544660 
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Starting December 1st, 1992, all COMPAQ PC 
products will come with a 5-year guarantee for both 
parts and service. 

This guarantee reinforces our commitment to 
leadership and innovation, bringing you affordable 
high-performance products that you can really count 
on. Year after year after year. 








3 YEAR 
WARRANTY 


We understand why other PC manufacturers might 
feel uncomfortable offering you a similar guarantee. ; 

i 

f 

After all, we wouldn’t put our faith in a computer that 
wasn’t 100% designed, tested and engineered by 
Compaq, either. 

And that’s guaranteed, too. 

comPAa 
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MANAGEMENT: MARKETING AND ADVERTISING 
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hat can you buy for 
£87,549.25? When It 
comes to motor cars, 
that will pick up the 
cheapest Bentley from Rolls-Royce, 
or just about 13 bottom of the range 
models from Proton, the Malaysian 
manufacturer. 

From the highly expensive to the 
unashamedly bargain-priced, both 
manufacturers lace a tricky market¬ 
ing problem. How do they identify, 
target and ultimately persuade their 
relatively small markets - less 
than 1 per cent of the UK market in 
each case - to buy their vehicles 
during some of the most adverse 
trading conditions for the motor 
industry of recent years? 

The answer is that both Proton 
and Rolls-Royce have adopted an 
advertising approach which, while 
different in style, tries to reassure 
rather than cajole potential buyers, 
offering them security in the pur¬ 
chasing decision rather than push¬ 
ing hard-sell techniques. 

The two manufacturers are very 
different. Proton, which only 
started marketing its cars in the UK 
in 1989, is a Japanese-Malaysian 
hybrid aimin g itself solidly at the 
purchaser who wants a family-sized 
car at a small car price. 

Since producing its first car in 
1904, Rolls-Royce has developed an 
image as quintessential^ the last 
word in expensive and exclusive 
British craftsmanship, with more 
than 60 per cent of all the cars it 
has ever made still roadworthy. 

When it comes to marketing. 
Rolls-Royce has long maintained a 
brand image of exclusiveness, but 
latterly that had taken on a feel of 
aloofness. The company is sensitive 
to criticism that its product is per¬ 
haps out or tune with austere times 
and that its recent image has 
become tainted with somewhat vul¬ 
gar "new” rather than quality “old" 
money. 

But the impact of collapsed sales 
in 1991 - down to 1,722 units from 
3,333 in 1990 - meant that the com¬ 
pany needed to rethink both pro¬ 
duction and marketing strategies. 

It has brought costs into line with 
sales by shedding 35 per cent of its 
workforce over the last two years. 
Michael Donovan, commercial man¬ 
aging director, says its break-even 
point is now “way south of 1500 
units a year”. Donovan argues that 
as far as profitability goes, the com¬ 
pany has turned the comer. 

But image is still a vital asset 
requiring careful nurture. In July 
Rolls-Royce hired a new advertising 
agency, Edwards Martin Thornton, 
to brush up its image through a 
press advertising campaign between 
Augost-November. Bob Edwards, 
managing director of Edwards Mar¬ 
tin Thornton, says: “There was a 
perception that their technical 
prowess was lacking. That had little 
to do with Rolls-Royce, rather it 


Gary Mead looks at two motor manufacturers using a 
similar approach to sell very different types of car 
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was competing manufacturers who 
began stressing technology, 
whereas Rolls-Royce had never 
actually made a case for technol¬ 
ogy.” 

Donovan says that almost 80 per 
cent of Rolls-Royce and Bentley 
owners say they are going to buy 
another. But despite that loyalty, 
Rolls-Royce had become vulnerable 
to a combination of developing tech¬ 
nology, consumer mood change and 
some clever advertising. 

Edwards says that competitors, 
particularly in the US, attacked 
Rolls-Royce at its weak spots: price 
and image. “The price gap was per¬ 
ceived to be widening. That was 
true to some extent but exagger¬ 
ated,” he says. 

“Cars like Lexus (from Toyota) 
were coming on to the market with 
an on-the-road price in the US of 
about {40,000 (£ 26 , 300 ), with features 
which were arguably comparable 
with Rolls-Royce. And the emo¬ 
tional side of the Lexus campaign - 
the advertising headline in the US 


was ‘Flaunt your intelligence, not 
your wealth' - was perfectly cap¬ 
turing a new mood. 

“Rolls-Royce does not sit comfort¬ 
ably in the new recessionary atmo¬ 
sphere, particularly at the corporate 
level when you have to report losses 
to shareholders." 



dwards, rather rarely for 
an advertising executive, 
holds a fairly commonsense 
view of tim limits to adver¬ 
tising. “We said (to Rolls-Royce): 
‘An advertising campaign can't 
change those sorts of values, but 
what you can do is at least say 
something and have a point of view. 
If you remain silent, then you are 
effectively saying all that is true. 
This is not a time to be irresolute.' 
We told them not to apologise for 
what they are trying to do.” 

Next week Rolls-Royce will meet 
Edwards to assess the success of the 
press campaign, which has cost 
around £350,000. Even if Rolls-Royce 
decides to pause from advertising. 


other means of marketing will con¬ 
tinue. 

Donovan declines to discuss what 
his marketing budget is but points 
out that advertising is not more 
than 10 per cent of total marketing 
spending. 

“We use sporting events sponsor¬ 
ship and personalised advertising." 
he says. “We jointly run sponsored 
events at the Hong Kong jockey 
club, and sponsor yachting and polo 
events in US and Japan. In Septem¬ 
ber in the US we ran an event at the 
normally closed Forbes estate, 
because the Forbes family are own¬ 
ers of our products, at which we 
shared with them our customer 
base. 

“It was a weekend event which 
gave people an opportunity to expe¬ 
rience a piece of North American 
success that they, even though they 
are wealthy and successful them¬ 
selves, may aspire to.” 

Far from the Forbes estate end of 
personalised marketing lies Proton 
Cars UK, the local agent for the 


Mitsubishi-engineered, Malaysian- 
Styled range of Protons. In the UK 
Proton has adopted a classic 
approach to press advertising - 
lots of detailed copy which tries to 
answer every conceivable question 
a customer might pose - in com¬ 
plete contrast to the cool confidence 
of the Rolls-Royce campaign. 

Proton’s UK sales were 14,000 in 
1991 and will reach about 15,000 this 
year. David Brown, founder, chair¬ 
man and chief executive of Proton 
Cars UK expects annual sales of 
20,000 by 1995. 

While there are no plans to sell 
the cars in North America, Brown 
will start marketing (through a sep¬ 
arate company) the Proton range in 
continental Europe in 1994. with 
estimated sales of 25JOOO in the first 
full year. 

In the UK Proton still benefits 
from full exemption from import 
duties, an advantage which runs 
until the end of 1993. At its plant 
outside Kuala Lumpur Proton aims 
to be producing - 150,000 units by 
1995; the company has acknowl¬ 
edged that its export drive is vital 
to its continued success, one reason 
behind Proton UK's estimated £8m 
advertising spending in the year to 
June 1992: 

Although at almost opposite ends 
of the price range, there are com¬ 
mon elements in the marketing 
strategies of both Rolls-Royce and 
Proton. 

Proton's marketing makes great 
play of offering a package of value- 
for-money extras such as zero inter¬ 
est on financing, two years* free 
insurance cover and a. six-year 
mechanical warranty. 

Brown says that in addition, "a 
very aggressive dealer network, 
with dual franchising arrangements 
with other dealers such as Ford, 
Volvo, Rover and Saab giving the 
customer personal service and 
back-up" aims at reassuring cus¬ 
tomers. 

For both Proton and Rolls-Royce, 
future successful marketing thus 
appears to lie not so much in revo¬ 
lutionary new advertising but in 
achieving harmony between costs 
and sales, as well as ensuring that 
their respective messages are cor¬ 
rectly targeted. 

For Donovan, “it’s not ah ele¬ 
phant gun* it’s a night-sight sniper 
approach to identifying prospective 
owners and putting to them our 
proposition, bringing them together 
to a point of marriage rather than a 
point of sale." 

Though Brown eschews that 
romantic metaphor, he also views 
marketing techniques as being fun¬ 
damentally about reassurance 
rather than persuasion, showing “a 
well-built, quality vehicle at a great 
price. A car which is not pretending 
to be state-of-the-art up-to-date, not 
leading-edge technology but aimed 
at the family man." 


Lobbyists 



smoke with fire 


By Victoria Griffith 


T he latest anti-smoking cam¬ 
paigns in the US are setting a 


new standard for public 
health messages by using the imag¬ 
inative treatments normally 
reserved for food, drink and per- 

flUD6« 

“We finally decided to attack the 
tobacco industry, not by throwing 
boring facts at the public, but by 
attacking them on their own battle¬ 
field - image," said Paul Keye, 
chairman of Livingston and Keye, 
the advertising firm that put 
together a particularly successful 
campaign in California. 

One problem with public health 
campaigns in the US is that they 
have lacked the 


the non-smokers, seemed to walk 

out with the overwhelming urge for 

a cigarette. That’s when we real¬ 
ised that the image factor com¬ 
pletely outweighed the facts we 
were patting out." _ . .. „ . 

A new strategy was obviously 
needed. “We decided that if image 
is what matters, our main goal 
would be de-glamorlsation.” said 
Keye. - .r 

Ceotral to the new campaign was 
an all-out attack on the tobacco 
industry to create a villain In the 
anti-smoking struggle. “One prob¬ 
lem in reaching young people 
through health service messages is 
that they tend to rebel against 


funds to hire 
top advertising 
talent. As a 
result, public 
health messages 
were often seen 
as dull, 

“preachy" slots 
which viewers 
soon forgot. 

New laws in 
Minnesota and 
California, how¬ 
ever, have 
added hefty 
taxes - around 
25 cents a pack 
- to cigarettes, 
to fund an anti- 
smoking cam-: 
paign. Massa¬ 
chusetts may 
soon follow 
suit. ... 

The California 
effort . began 

with a {199m (£13Liu) anti-smoking 
budget in 1989 and 1999, 328m of 
which was. spent on a media cam¬ 
paign. That may not be much com¬ 
pared with the $300m the tobacco 
industry spent on marketing in the 
state over the same period, but it 
allowed the anti-tobacco lobby to 
tap top advertising firms for the 
first time. 

Keye, who was chosen to head 
the campaign, admits there was a 
temptation to stick to the old for¬ 
mula of dishing out the facts. “We 
tested one commercial in which we 
strung together images of famous 
movie stars smoking - like Hum¬ 
phrey Bogart and Joan Crawford. 
Then, at the end of the commercial 
we told the viewers: These movie 
stars all died of smoking’." 

It did not work. “When, we tested 
the ad, ail the viewers, including 



being told what 
to do," said Jac- 
quoiyn Duerr, 
chief of the 
media' unit at 
the California 
Department of 
Health's tobacco 
control, pro¬ 
gramme. “The 
new message 
was: These ter¬ 
rible, greedy 
people in the 
tobacco Indus¬ 
try are trying to 
get you to buy 
cigarettes and 
make a profit at 
yonr expense. 
Are you going 
to let them do 
itT" 

The result 
was a series of 
messages, one 
of which fea¬ 
tured tobacco industry executives 
laughing in a smoke-filled room 
about how they woe duping the 
public. Other commercials concen¬ 
trated on the harm of secondhand 
smoker.one featured rap music and 
another an off-putting Image of a 
woman smoking in reverse - with 
all the smoke being pulled into her 
mouth. 

The new approach yielded 
impressive results. Viewers’ aware¬ 
ness of the campaign readied 67 
per cent at its peak in some popula¬ 
tion segments/ 

In two years smoking in Calif¬ 
ornia was reduced from 26 per cent 
of the adult population to just 21 
per cent 

Those involved in the campaign 
believe its success will encourage 
other public health lobbies to adopt 
the same formula. 
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KLM b playing Santa Glaus. Because 
this autumn, KLM’s ‘World of 
Difference’ loyalty programme offers 
you double points on all European 
flights of KLM, KLM Cityhopper and Air LUC 

For free tickets to some 450 worldwide destinations 
served by KLM and its partners. Or for one of those special 
awards like a piano master class in Vienna or a cooking 
course in Paris. 

So, if you're not a “Flying Dutchman' member yer, 
return the entry coupon today and join up to collect your 
double points this autumn. 
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Name 


m/f 


Address 


Town 


Pascal Code 


Country 


A 3a 
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Return hi cnvclnpr rn KLM Hvni|! Dutchman, RO. Box 10156, 


2130CP HiMvfdd'Tp. Thi' Nvffo*l mds 


J 


AGUdDK NORTHWEST AIRLINES (JSJ lOMN Plying Dtirditiun -Wbiid of 
DUSsrcncc 1 programme is operated jointly with Air UK u»J Northwest Airline*. 


The Reliable Airline 


Sir David Scholey, chairman of 
S G Warburg, has underlined 
tiie close ties between one of 
Britain’s biggest industrial 
companies and its premier 
merchant bank, by accepting a 
non-executive directorship of 
The General Electric Company. 

Sir David, 57, is one of two 
new faces in the GEC board- 
room. Sir Christopher Harding, 
53. chairman of BET and a 
long-time director of Hanson, 
has also joined the board. 
Meanwhile, Dr Tony O'Reilly, 
56, the Irish-born entrepreneur 
who heads the H J Heinz Com¬ 
pany, has resigned after two 
years as a GEC director. . 

The appointment of two pow¬ 
erful non-executive directors to 
the GEC board - Sir David is 
a director of BT and Sir Chris¬ 
topher is on the boards of 
English China Clays, Slough 
Estates and Newarthill - is 
likely to be welcomed by the 
City. Although Lord Wein- 



stock, the 68-year-old managing 
director who has dominated 
GEC since the early 196tfs, has 
given no Indication when he 
will step down, there was some 
concern about his successor. 

Non-executive directors were 
already in a majority on the 


GEC board, and the two new 
figures will lay to .rest any 
doubts that the rest of the GEC 
board is -strong enough to 
stand up to Lord Weinstock oh 
the succession issue. 

The links between Warburg 
and GEC go back a long way- 
Sfr Ronald Grierson, who was 
Involved in the company’s 
early development, was a 
Warburg director for many 
years and only stepped down 
as GEO’S vice chairman just 
over a year ago. Lord Wein- 
stock’s son,. Simon, worked 
at - Warburg before joining 
GEC in 1963 and Warburg is a 
financial adviser to GEC. 

■ Lawrence Urquhart, 57, 
chief executive of Burmah 
Castroi, and Peter Middleton, 
51, chief executive of Lloyd’s of 
London,, have been appointed 
non-executive directors of 
BAA. Meanwhile, Denis Cas¬ 
sidy, retires as a noii-executive 
director. 


Sailing by 
to IMI 


Reshuffle at BTR Nylex 


Geotfrey Vincent, finance 
director of BTR’s important 
Australian operation, has 
resigned little more than a 
year after he took up the post 
He is being replaced by 
Andrew Sellman who has been 
with the BTR Nylex group for 

more than a decade. 

The resignation of Vincent is 
part of a boardroom reshuffle 
at BTR Nylex which is 62 per 
cent owned by BTR and ranks 
among Australia’s top half 
dozen companies. Kathleen 


O’Donovan, who took over as 
finance director of the UK par¬ 
ent last year, is joining toe 
Australian company’s board 
and Peter Robinson, chief exec¬ 
utive of the packaging and 
b uilding products group, has 
been promoted to the new posi¬ 
tion of chief operating officer 
of BTR Nylex. 

It was unclear why Vincent 
had resigned but London ana¬ 
lysts did not think ..that his. 
departure indicated, any 
change in the underlying 


performance of BTR Nylex. 

- which has defied the recession 
better than many local compa¬ 
nies. It currently contributes 
over a quarter oTBTR profits. : 

One analyst said that 
appointing a 'chief operating 
officer at . BTR Nylex mirrored 
; what BTR itself had already 
: done. .Although BTR prides 
itself on having one of the flat¬ 
test . management structures of 
. any large company; It felt; last 
year that the growth of its J 
* business iriade it necessary to 
have a chief operating -officer 
and it appointed Bob Fairclotii 
to the position. ... . . . . 


Looking for gold dust 




Steve Shirley, probably the 
computing services industry’s 
best known female entrepre¬ 
neur, has found a new diver¬ 
sion as she continues gently 
to disengage herself from FI 
Group, the privately-held 
software company toe founded 
over 30 years ago. 

She has been appointed a 
part-time board member of 
AEA Technology, the services 
co mpany which used to be the 
UK Atomic Energy Authority 
and which this year made a 
profit for the fust time in five 
years. 

This marks Shirley's first 
directorship of a major com¬ 
pany outside FI and her exten¬ 
sive international business 
experience is expected to accel¬ 
erate the operation's transfor¬ 
mation from government 


agency to comnrarial organi¬ 
sation. 

Yesterday she described the 
company as “totally .profes¬ 
sional at every level, but it 
does not yet have enough of. a 
service culture, In the past, the 
emphasis has .been on cost con¬ 
tainment; it has to be shifted to 
Income generation". . 

. - She .clearly relishes the chaL 
tenge. "There is.gold dust, to 
there" she enthuses. Her expe- 
rience of FI Group la also 
expected to help'AEA develop 
a more participative style of 
management . 

Shirley has. been president o£ 
the .British -Compubr-jSociety 
and is, this year,. Master of the 
Worshipful Company ~of infor¬ 
mation Technologists,; the; 
100th livery 
formed 


Finance moves 


■Henrik BJom. head of ’*■* 
corporate banking, has been 
appointed chief executive of 
UNIBANK to London. - 
■ Gordon Waddell has been 
appointed chairman of the 
TOR INVESTMENT TRUST 
bn toe resignation of John 
Woollam. 

Yoidjiro Fume, formerly 


Alan Emson, who has just 
been named as the new finance 
director of IML says he feels 
like a sailor returning to the 
sea. ."It is very nice to be back 
j in engineering? says Emson, 
49, who is remembered by the 
City for his part in the vigor¬ 
ous but ultimately unsuccess- 
. fill defence of Binnid Qualcast 
from the hands of Blue Circle. 

-The Birmingham engineer¬ 
ing group, which analysts 
regard as tightly managed and 
well-positioned for economic 
recovery, has traditionally 
looked inside to fill board posi¬ 
tions, but this time there was 
no suitable internal candidate 
to replace Gordon Taylor who 
is retiring, at the age of 60. 
after 5 years as finance direc¬ 
tor and 24 years at IML 
-. Emson is remembered for 
preserving his cool during the 
Blue Circle bid - which in 1988 
wias declared successful only 
for the result to be reversed 
When the votes were recounted 

- answering the phone with the 
comment “hello, deputy escap¬ 
ologist speaking”. When-Blue 
Circle ultimately achieved fis 
target the following year.- in. a 
deal analysts characterised as 
very favourable for Binnid 
shareholders, Emson left to 
become finance director: of 
tootor dealership Evans Hal- 
shaw. He now explains'‘that 
move as being Largely deter¬ 
mined by hia witoto ste^to 
the Midlands despite several, 
approaches from London-based 

public companies. ■ . 

He says the style of manage- 
ment at IMI - “conservative hut 1 
granting a lot of .autonomy to; 
the divisions and subsidiaries" 

- is very slmilar to the old Bir- 
mld Qualcast culture, in wMch 
he spent 18 years, the 
as finance director. 

Evans Halshaw is replacing 
Emson with Chaife Oameron. 
36. finance director, of the -lifid 
tends and the specialty 
vehicles divisions: 
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Dance 

My 


Father’s 

Vertigo 

The trappings which surround 
Amanda Miller's My Father’s 
Vertigo for London Contempo¬ 
rary Dance Theatre - an 
incomprehensible title; a por¬ 
tentous programme note about 
“the need to dwell” - are tire¬ 
some. They reflect something 
of the taste current in Frank- 
tart, where Miss Miller (Amer¬ 
ican-born) works with William 
Forsythe’s company. And, as 
with Forsythe's works, this 
obscurantism seems a ploy to 
disorientate the viewer. Yet 
what we saw on Tuesday, 
when LCDT gave the piece its 
first London showing, was 
choreography of real interest 

The score is an atmospheric 
string quartet by Fred Frith: 
music that shimmers, is 
haunted by echoes and odd 
glissandi beneath its melodies. 
Miss Miller’s writing (for a 
cast of five men and six 
women: uniformly excellent) 
stresses a sinuous, smoothly 
muscled language that can 
look at moments as if action is 
slowed down, its fluidity 
almost oily, its pulse irregular 
as movement slips forward 
and seems on the point of los¬ 
ing balance. As with For¬ 
sythe’s work, there is emotion¬ 
ally potent lighting which 
shifts our perceptions about 
the dancers through arbitrary 
change. (There are also hints 
or the greyness favoured In 
Frankfurt in the costuming of 
men in grey tops, black trou¬ 
sers, women in grey hocks, 
black stockings). 

The dance style is unified by 
its insistence on flowing activ¬ 
ity, even if its incidents do not 
at first seem to cohere. Yet as 
ideas are repeated, transferred 
among the cast, the choreogra¬ 
phy tells of a concern with 
how energy may move 
through a body, bow muscular 
force is expended. The music's 
second movement proposes 
contrasting quartets for men 
and women, each with an 
observer watching from “out¬ 
side” the action as a dynamic 
and emotional counter-weight 
A later duet between Andrew 
Robinson and Tom Ward Is a 
fascinating conflict between 
opposing physiques. Towards 
the work's end, odd activity - 
Kenneth Tharp Indulging in 
mute and mimed conversation 
- seems set to distort the 
mood. And with every switch 
of action. Miss Miller’s move¬ 
ment world remains intrigu¬ 
ing. 

Visually the piece is austere, 
very well UL The spectral 
appearance of what I take to 
be a head of a women by 
Titian on the grey gauze back- 
drop is curious, bat curiously 
effective. In matter of composi¬ 
tion, My Father’s Vertigo offers 
a subtle sense of form and lan¬ 
guage. It is a bold addition to 
the repertory, and, as I have 
mentioned, is danced with 
grand assurance by its cast 
This second LCDT programme 
also includes Mark Morris’s 
Motorcade - its dancing still 
not qnlte quick euongh in 
musical response - and 
Rikud, last's years brutish 
acquisition from Liat Dror and 
Nir Ben Gal, which I prefer 
not to watch. 

Clement Crisp 

London Contemporary Dance 
Theatre is at Sadler’s Wells 
Theatre with this programme 
until December 5. 


I n I960, Robert made a 

remarkable little black comedy 
called Used Cars, one of the 
most underrated films of recent 
years. Remarkable because it exuded 
the sort of good natured bad taste so 
rarely seen on screen. Since then, of 
course, Zemeckis has toed the line 
and raked in the loot, becoming the 
highest grossing director of ail time 
with films like his Back to the Future 
trilogy. 

With Death Becomes Her, Zemeckis 
makes a welcome return to his early 
low standards. The film is an 
inspired exercise in bad taste that 
should appeal to everyone who has 
ever paid good money to see a freak 
show or rubbernecked at a traffic 
accident. It tells the story of an 
ageing movie star (Meryl Streep) 
who makes a Faustian deal with a 
magician (Isabella Rossellini) to 
regain her youth. The potion she 
drinks gives her eternal life, which 
comes in handy when she is 
murdered by her husband (Bruce 
Willis) and his lover (Goldie Hawn). 
She returns to haunt them, only to 
find that being a zombie has its 
drawbacks, especially when one of 
your intended victims is one as welL 
It is not the story that is notable 
here, but rather the striking special 
effects Zemeckis uses to tell it. 
Streep’s head is twisted backwards, 
smashed between her shoulders and 
knocked off its perch altogether, 
Hawn's midriff is ventilated by a 
shotgun blast. Both women then 
proceed to rot for the rest of the 
picture, winding up looking like 
microwaved mannequins. If the idea 
is to put people off the notion of 
eternal youth, it is singularly 
effective. 

If the above sounds like too much 
to stomach, it should be noted that it 
is all done in a lighthearted, 
anarchic spirit Zemeckis and his 
buddies at Industrial Light & Magic 
have made a cartoon using human 
bodies, capturing the fluidly violent 
form of the genre as well as Its 
affable nihilism. In his last film , Who 
Framed Roger Rabbit?, Zemeckis 
perfected the art of placing human 
and animated figures in the same 
scene. Now, he has people behave as 
if they themselves were the 
cartoons. 


ARTS 

Cinema/Stephen Amidon 



Inspired exercise in bad taste 


The actors get into the spirit of all 
this quite admirably. Hawn lets 
herself be ballooned up to a 
believable two hundred pounds, 
while Willis plays a boozing nerd 
like he was to that manner born. 
Most credit should go to Streep, 
though, who suffers indignity right 
from the opening scene, when she 
performs a truly awful musical 
dance routine, until the last, when 
she is reduced to nothing more than 
a severed head. 

But the film really belongs to 
Zemeckis, who seems to have 
realised that it is easier being a bad 
boy once you've banked a half 
billion bucks. Having become the 
biggest grossing director of ail time, 
Zemeckis now seems determined to 
be simply the grossest. 

* 

The only thing gross about This is 
My Life is its rampant 
sentimentality, In it, Julie Kavner 
plays a single mother who sells 
cosmetics at a New York department 
store while thirsting for fame as a 
stand-up comic. She finally gets her 
big break, only to find that success 
sours her relationship with her two 
daughters, who would rather have 
mom a failure at home than famous 
but absent. 

Unfortunately, Nora Ephron. 
whose pen could drip add when she 
wrote the screenplays When Harry 
Met Salty and Heartburn, seems to 
prefer syrup now that she is 
directing her own material Every 
time her film teeters on the brink of 
a real conflict, such as Kavner’s use 
of her eldest daughter's teen angst 
for material, Ephron retreats into a 
hollow, feel-good reconciliation, 
usually accompanied by a cloying 
Carly Simon soundtrack. To make 
matters worse, the film is woefully 
unfunny. If comedy is all about 
timing, then Ephron’s directorial 
watch needs winding. 

The usually superb Kavner is 
disappointingly listless, while Dan 
Aykroyd and Carrie Fischer as 


theatrical agents seem to be reading 
out the script for the first time. 

★ 

Slacker is the sort of film that 
achieves cult status by telling the 
disaffected young that their 
rebellion is somehow different, 
somehow more justified, than the 
uprisings of preceding generations. 
Set in and about the dreary college 
town of Austin. Texas, Richard 
Linklater's drama-documentary 
charts a day in tbe life of a group of 

DEATH BECOMES HER (PG) 
Robert Zemeckis 

THIS IS MY LIFE (12) 

Nora Ephron 

SLACKER (15) 

Richard Unkiater 

THOUSAND PIECES OF 
GOLD 
Nancy KeOy 

ELECTRIC MOON (15) 

Pradip Krisben 

jobless, aimless 20-year-olds as they 
drift among the city's coffee houses, 
bedsits and bars. 

Despite its problematical premise 
that “withdrawing in disgust is not 
tbe same as apathy,” tbe film has 
considerable charm and real style. 
Unkiater has a wonderful ear for the 
dialogue of the dispossessed - bis 
wandering characters are often 
captivating as they opine about 
Madonna, Elvis, political 
assassinations and Chaos Theory. 
Tbe; keep you on the edge of your 
seat by virtue of the fact you never 
know what they will say next. (You 
do know what they will do, though 
- nothing). Tbe; all suffer from a 
sort of spiritual Greenhouse Effect, 
in which insulating values and 
ideologies have been baked away by 
an overheated, intellectually noxious 
culture. Tbe only character seen 


hard at work is a young man who 
has locked himself in a roomful of 
televisions for four years, intent on 
watching everything. 

Fans of Godard and Wayne’s 
World will find much to treasure 
here, though ageing hippies and 
other fogies may well feel like the 
character who, when asked to come 
to a party, declines by explaining he 
has “less important things to do" 
than engage in "premeditated fun." 

* 

Another independent effort from 
America is Nancy Kelly's Thousand 
Pieces of Cold, which details the life 
of a young Chinese woman who is 
sold into slavery by her father. She 
is transported to 1830s Oregon, 
where her “master” tries to make 
her a whore. She rebels against her 
fate and soon finds herself involved 
in a difficult relationship with a 
Civil War veteran. 

The film is handsomely shot and 
features a spirited performance by 
Rosalind Chao in the lead role. 
Despite the timely agenda of 
feminism and an ethnic rethinking 
of America’s western heritage, 
however, director Kelly's film turns 
out to be a rather standard 
melodrama, complete with poker 
games in a smoky saloon and bad 
guys with scruffy beards. The hero 
may be a heroine, but she still rides 
off into the sunset, her best guy at 
her side. 

* 

Electric Moon is another culture 
clash film that never works up 
enough steam to make for a real 
collision. It is set in an Indian resort 
where Westerners come to 
experience the real East, only to be 
duped by the owners, who secretly 
use stuffed tigers and fake bird calls 
to convince their guests that they 
are In some primitive paradise. 
Director Pradip Krishen's film is an 
occasionally insightful glimpse into 
the way people cannot see forests for 
trees, though its worthiness is 
undercut by an often tedious pace. 



I 



Goldie Hawn, back from being dead in ‘Death Becomes Her' 


“Stay here ? In Fal Vale 
Station? Stay here all rnghri” 
Saul Hodgkin, the stetuxnmas- 
ter, is portentously addressing 
six passengers who have been 
stranded without a train till 
tomorrow morning. He pro¬ 
ceeds to tell the tale of the 
ghost train: Twenty year ago, 
this very night ..You laugh 
at the melodramatic spooki¬ 
ness of it; but, of course, you 
want to know what will hap¬ 
pen. These two reactions were 
Just what was intended in 1825, 
when this play was new; and 
they must have been hard -to 
bring off then. Harder today, 
though, because Ghost Train is 
now also a period piece. 

Heightening our interest are 
the facte that the playwright, 
Arnold Ridley, later became 
known to every household as 
Private Godfrey in Dad’S Army, 
and that the play was turned 
into a film (Arthur Askey el 
of). In this revival. Bill Oddie 


Theatre/Alastair Macaulay 

The Ghost Train 


plays the statlonmaster who 
must set the tone for what fol¬ 
lows. He draws out the ghoul¬ 
ishness of the big narration 
nicely enough. But for comedy 
he is underpowered and disap¬ 
pointing. He throws away 
numerous opportunities, and is 
altogether too subdued. 

But the exquisite playing 
comes from his six passengers 
(one of whom is his real-life 
daughter, Kate Hardie, playing 
a newly-married flapper). As a 
determinedly independent wife 
marooned with a husband from 
whom she plans to separate, 
Catherine Russell is interest 
mg and silly at the same time 
- first-rate. Avril Elgar, as an 
indignant spinster, and Aden 
Gillett. playing a Bertie Woos¬ 


ter-type oaf (with hidden 
depths), are both astonishingly 
like period cartoons comes to 
life. She seems to have been 
drawn by Osbert Lancaster, he 
by Peter Arno. Richard Stirling 
and Owen Brenman, as tbe two 
husbands, complete this excel¬ 
lent group. 

Were everything on this 
level, this would not seem a 
wispy play. Roger Butlin's set 
and Matt McKenzie’s sound-ef¬ 
fects are perfect. But the 
period qoaintness now stops us 
from bring the least bit scared. 
And tbe director, John Adams, 
seems to have rehearsed the 
first act best. Act Two sags. 
The hardest role oT all is that 
of the fey and neurotic Julia 
Price, who. around midnight, 


invades the waiting-room, mys¬ 
teriously drawn to the scene of 
the haunting, resisting the 
advice of friends and family. It 
is she who should draw the 
play to its climax of comic hor¬ 
ror; and yet we should suspect 
her too. 

We certainly suspect Sara 
Mair-Thomas. For all the high 
accomplishment of her playing, 
she lacks the li ghtness of touch 
that would make Julia persua¬ 
sive and/or amusing. She also 
plays the final turnabout too 
heavily. (There are several rev¬ 
elations in Act Three. Hers is 
tbe only one that fails to be 
hilarious.) And, as her loyal 
chum Sterling, Jonathan Phil¬ 
ips overdoes everything. These 
are not disgraceful perfor¬ 
mances - but. like Oddie. they 
are the reason this promising 
souffle does not rise. 

At the Lyric, Hammersmith, 
until January 2. 


Wigmore Hall recitals 


Bartoli and Vollestad 


Andrew Litton brought his Bournemouth 
Symphony and Chorus, and an interesting 
septet of principals, to tbe Festival Hall for 
a concert performance of FideHo on Tues¬ 
day. After a couple of Beethoven-less oper¬ 
atic seasons, any Fidelio is better than 
none; and the Bournemouth one was con¬ 
siderably better than that 

Litton has a nice, unshowy grasp of the 
score: sound tempi, duly accommodating 
of the voices, and excellent appreciation of 
Beethoven's long, tension-building piano 
passages, which premature surges always 
diminish. The orchestra played very well 
and tbe chorus were sturdy. Including tbe 
“Leonora no. 3” Overture in the place 
where Mahler intruded it, however - 
between the spouses’ private reunion and 
the public explosion of relief - was surely 
a mistake. 

That needs a theatrical justification, 
beyond the original plea for extra scene- 


‘Fidelio’ in 
concert 

shifting time. Here it merely lengthened 
the performance of an opera which is nota¬ 
bly concise, and postponed tbe human 
finale for too long. In any case, the 
homely, domestic aspect of FideHo - its 
“Smgspiel” side - faded with the place¬ 
ment of tbe singers behind the orchestra. 
Fine for heroic voices (Leonora’s and Flo- 
restan's); but deeply unhelpful for little 
Marzelline and Jaqulno, and even old 
Father Rocco. As the green young pair, 
Linda Kitchen and the French-Canadian 
tenor Benoit Boutet were attractive and 
gracefully musical, and Donald McIntyre's 
Rocco suggested gruff depths, but from an 
awkward distance where the action wants 
to be cosy-cottagy. 


Jane Baglen’s weighty Leonora covered 
the distance in heroic strides, stately 
rather than totnboyish, but with imposing 
gravity. As Florestan, the young American 
Heldentenor Edward Cook unleashed some 
rin g in g timbre and much erratic feeling: 
plenty of promise, no cogent grasp yet of 
the size and shape of his crucial “Gott! 
welch' Dunkel hteir scena. As hateful Don 
Pizarro and beneficent Don Fernando, 
Alan Opie and Matthew Best were more 
than competent, if slightly less well-fo¬ 
cussed than we know they can manage. 
All In all, though there were no revela¬ 
tions in this FideHo, it gave honest satis¬ 
faction. 

David Murray 

Repeated in Colston Hall, Bristol, on 
December 3; sponsored by Harveys of 

Bristol, and Beaks 


As a Rossini mezzo. Miss 
Bartoli is more or less perfect 
That was a good enough rea¬ 
son for devoting her whole 
Wigmore Hall recital on Sun¬ 
day to RossinL She had tbe 
enterprise and taste to stick to 
proper recital-songs, too, until 
her dazzling “Bel raggio 
lusinghier” (Semiramide) at 
the very end. (Her second 
encore was operatic too, and 
delivered with no less brilliant 
finesse: “Tanti affetti", from La 
donna del logo.) 

Though Rossini's songs with 
piano are without exception 
charming, a programme given 
over to them may seem like a 
menu consisting entirely of 
hors d'oeuvres. Usually his lit¬ 
tle three-part cantata, or mono- 
drama, “La regata veneziana” 
- a regular favourite despite 
its tricky Venetian dialect - 
stands out just because of its 
length, amid all those pretty 
miniatures which are over 
within two or three minutes. 
Here the Bartoli impersonation 
of excitable Anzoleta, urging 
her gondolier on to victory, 
was sly and delectable; but she 
found whole little worlds of 
feeling elsewhere, even in the 
shortest songs. 

The voice is lovely, softly 
burnished and phenomenaliy 
flexible (and accurate). With 
Bartoli Rossini's endless fiori- 
ture, which require some acro¬ 
batic effort from most modem 
singers and may easily sound 
like period-routine, become 
expressive elaborations of the 


most natural kind, easy and 
delicate. Were they not so 
exquisite, they would seem 
almost artless. We got a virtu¬ 
oso display of them in five dif¬ 
ferent settings of the same 
verse, “Mi lapiero tacendo” - 
one of them in quintuple time! 
- each with its own unique 
Inflections, tender or wounded 
or nobly reproachful. 

What crowns Miss Bartoli's 
art in Rossini, however, is her 
irrepressible sense of humour. 
It glints mischievously through 
most of her singing: it is funny 
for a voice to be going through 
all those intricate hoops, and 
she shares the joke with us. 
Particularly infectious was her 
treatment of Cerere’s aria from 
an obscure cantata, which 
began with goddess-like 
frowns, melted into beatific 
satisfaction and finally went 
into exultant whoops. Almost 
a send-up; but faultlessly 
musical, and bewitebing to 
hear. 

For her first encore she 
switched to Mozart, the "Voi 
che sapete” from Figaro, offer¬ 
ing it like the formal serenade 
which dramatically it is 
(Cherubino's well-rehearsed 
song to tbe Countess) - quite 
steady, beautifully liquid, with¬ 
out any effusive Viennese sen¬ 
timent but subtly shaded at 
tbe edges. Coining between her 
triumphant “Bel raggio" and 
Tanti affetti” it was doubly 
affecting. 


It was the encores on Tues¬ 
day that brought out the best 
in a young Norwegian ha mono 
at his Wigmore Hail recital. 
For those who have invested in 
the music of the Tender is the 
North" festival, there is the 
dividend of catching some of 
the most promising Scandina¬ 
vian singers of the younger 
generation. 

Per Vollestad made his 
recital debut in 19S6 and has 
won good opinions for his song 
recordings since then. With 
music ranging from Gncg and 
Rangstrom to standard Schub¬ 
ert and Schumann ithc Op.24 
Liedcrkreis) this programme 
was a decent showcase for his 
talents. Those include a 
friendly stage manner and a 
fairly’ strong, dark-hued bari¬ 
tone, which is shy about its top 
- when top notes beckoned, 
be offered a variety of ideas for 
how not to sing out. 

There was nothing coy, how¬ 
ever. about his delivery of 
Grieg's Op.48. Earlier indeci¬ 
siveness was dispelled and 
these songs, set to German 
poetry including Heine and 
Goethe, were sung in a way- 
chat showed they have a grip 
on their texts, suggesting a 
more intellectual Grieg than 
we have met in the series so 
far. Vollestad a s Rangstrom 
songs worked wetl, too. "Mcl- 
odi” proved a real cliarmer. for 
which the singer can take 
some credit 


David Murray Richard Fairman 
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■ ATHENS 

Concert Hall 20.30 Georges 
Prdtre conducts Vienna 
Symphony Orchestra In works 
by Richard Strauss and Brahms. 
Sat Grace Bumbry sings arias 
accompanied by Athens State 
Orchestra. 

Sun: Jeannette Piiou song recital. 
Next Wed, Thurs: Robert Tear 
sings Britten's Les illuminations. 
Dec 18: Christa Ludwig (722 5511) 


■BOLOGNA 

Teatro Co mm unale 16.00 
Riccardc Charily conducts 
Pier'Alli’s new production of 
Gotterdammerung, with Siegfried 
Jerusalem, Sabine Hass and 
Matti Salmlnen (repeated Dec 
6, 9, 13,15, 18). 

Dec 10: Lyon Opera Ballet Dec 
19: Carla Fracci ballet gala 
(529999) 


■ DRESDEN 

Semperoper Tonight; Der 
filegende Hollander. Tomorrow: 
Ariadne auf Naxos. Sat Les 


Contes d'Hoffmann. Sun, next 
Wed and Sat Arabella. Tubs: 

Der Freischutz. 

Dec 13: new ballet production 
Including Henze's Tristan 
choreographed by John 
Neumeier (484 2731} 

Kulturpafast Sat and Sun: 
J6rg-Peter Weigle conducts 
Dresden Philharmonic Orchestra 
in Berwald's Violin Concerto 
(Kolja Lessing) and orchestral 
extracts from The Ring (486 6306) 


■ FLORENCE 

Teatro Comm unale 21.00 
MaggioDanza production of 
Cop pet I a choreographed by 
Evgeny Polyakov, daily till Dec 
11 except Mon and Tues. 

Dec 17,18,19, 20: Zubin Mehta 
conducts Messiah (277 9236) 


■ GENOA 

Botshoy Opera brings Borodin's 
Prince Igor to Teatro Carlo Felice 
for six performances this month, 
opening Dec 12. 

Bo Is hoy Ballet gives four 
performances of Giselle, opening 
Dec 18 (589329) 


■ THE HAGUE 

Dr Anton Phillpszaal 20.15 
Jansug Kakhldze conducts Hague 
Philharmonic Orchestra in works 
by Sibelius and Rakhmanlnov, 
with piano soloist Mikhail Rudy 
(repeated tomorrow). Next Wed: 
members of Hague Philharmonic 
play Tippett's First String Quartet 
and works by Jolivet Ravel and 
Prokofiev (360 9810) 


■LONDON 

THEATRE 

• The Gifts of the Gorgon: 
world premiere of Peter Shaffer's 
new play directed by Peter Hall, 
starring Judi Dench. Now in 
previews, opens Dec 16 (The Pit 
071-838 8891) 

• Trelawny of the Wells: Arthur 
Wing Pinero's play about 
backstage romance among the 
acting fraternity of late Victorian 
London. Opens Mon (Comedy 
071-867 1045) 

• Carousel: National Theatre 
production of Rodgers and 
Hammerstein musical, directed 
by Nicholas Hytner, 
choreographed by the late 
Kenneth MacMillan. Now in 
previews, opens next Thurs 
(Lyttelton 071-928 2252) 

• Cyrano de Bergerac; Robert 
Lindsay In John Wells' 
adaptation, directed by Elijah 
Moshlnsky. in previews, opens 
Tues (Haymarket 071-930 8800) 

• The Tempest Yuklo 
Ninagawa's Japanese-language 
version of Shakespeare's play. 
Tonight tomorrow, Sat matinee 
and evening only (Barbican 
071-638 8891) 

OPERA/DANCE 

Covent Garden Tonight Tues, 
next Frl: Madama Butterfly with 
Yoko Watanabe. Tomorrow, Sat 
Ashton's The Dream and Tales 
of Beatrix Potter. Next Wed: Swan 
Lake. Next Thurs: Kenneth 
MacMillan's Mayerilng (071-240 
1066) 

Coliseum ENO repertory consists 
of Gilbert and Sullivan’s Princess 
Ida, staged by Ken Russell and 
conducted by Jane Glover, and 


Hansel and Gretel. Dec 16: new 
production of The Adventures 
of Mr Broucek {071-836 3161). 

Dec 8-Jan 2 at Sadler's Wells: 
London City Ballet (071-276 8916) 
CONCERTS 

South Bank Centre Tonight's 
Bartok programme in Royal 
Festival Hall Is conducted by 
Bernard Haitink with violin soloist 
Viktoria Mullova. In Queen 
Elizabeth Hall, William Christie 
conducts Les Arts Florissants 
in Monteverdi madrigals. 
Tomorrow; Claus Peter Ftor 
conducts works by Janacek and 
Dvorak. Sat: Jill Gomez sings 
Milhaud and Honegger. Sun; 
Evelyn Glennie In British 
premiere of Norgard's 
multi-percussion concerto. Mon 
and Tues: Haitink conducts 
Mozart and Mahler. Mon in QEH: 
English Bach Festival presents 
Purcell's Dido and Aeneas. Wed: 
Claus Peter Flor conducts 
Beethoven's Ninth. Next Thurs: 
Choir of King's College 
Cambridge. Dec 21-jan 16: ENB 
production of Nutcracker (071-928 
8800) 

Barbican Tonight Pasadena Roof 
Orchestra. Sat Elgar programme 
with Robert Cohen soloist in 
Cello Concerto. Sun, next Thurs 
and Sun: Colin Davis conducts 
Sibelius’ Kullervo Symphony 
(Sun), Seventh Symphony and 
Violin Concerto with Gidon 
Kramer (Thurs) and Second and 
Fourth Symphonies (Sun). Mon: 
Andrew Davis conducts concert 
performance of Nielsen's opera 
Saul and David. Dec 16,17: 

James Galway, Dec 18: Solti 
conducts Bruckner. Tomorrow 
afternoon at Guildhall: Elisabeth 


Soderstrdm masterclass. 
Barbican's Scandinavian arts 
festival continues till Dec 13 
(071-638 8891) 


■ MADRID 

Madrid Chamber Orchestra plays 
Bach concertos tonight at 
Auditorlo Nacional de Musics. 
Tomorrow, Sal, Sun: Aldo 
Ceccato conducts Spanish 
National Orchestra and Chorus 
in works by Beethoven, Berg 
and Schoenberg. Next Tues: 
Madrid Classical orchestra plays 
works by Barber, Brotons and 
Stravinsky (337 0100) 


■ PRAGUE 

• Jiri Belohlavek conducts 
Czech Philharmonic Orchestra 
tomorrow at Dvorak Hall In a 
programme including Gershwin's 
Piano Concerto (Ivan Klansky) 
and Ives' Three Places in New 
England. 

Mon: Wlhan Quartet plays works 
by Suk, Haydn and Janacek. 

Next Thurs and Fri: Gerd Albrecht 
conducts Dvorak and Brahms 
(286 Sun in Dvorak Half: 

Czech Radio Symphony 
Orchestra and Chorus in a 
programme of sacred music by 
Czech composers. Sun in 
Smetana Hail; Bohemia Chamber 
Orchestra plays Purcell, Mozart 
and Dvorak (232 2501) • For 
pre-booking and information 
about these and other events, 
contact city centre ticket agencies 
(Sluna, Wenceslas Square 28 
in the passage, tel 260693, or 
Bohemia, Na Prikope 16, tei 


Square 38 in the passage, tel 
228714} 


■ ROTTERDAM 

Rotterdam Philharmonic 
Orchestra concerts at De Doelen 
are conducted by Arnold Katz 
(next Tues, Wed. Thurs) and 
Bernard Haitink (Dec 15. 20. 23. 
27). Next week: Mikhail Lidski 
as soloist in piano concertos by 
Mozart (413 2490) 


■STOCKHOLM 

OPERA/DANCE 

This month's repertory at Royal 
Opera Includes Shnitke's ballet 
Peer Gynt choreographed by 
John Neumeier (next 
performances tomorrow evening 
and Sat afternoon), and the 
Ashton production of Cinderella 
(next Tues and Thurs). Dec 17: 
new production of Cav and Pag. 
Tonight's performance Is Suppd's 
operetta Boccaccio. Next Wed: 
Tosca (248240) 

CONCERTS 

Tonight and tomorrow in 
Berwaldhallen, Esa-Pekka 
Salonen conducts Swedish Radio 
Symphony Orchestra in works 
by Nielsen and Bartok. Sat 

afternoon: string quartets by 
Stenhammar. Schubert and 
Carlstedt Tues: Stockholm Brass 
Ensemble plays music by Tippett, 
Walton, Robert Simpson and 
Malcolm Arnold (784 1800). 
Tonight in Konserthuset 
Stockholm Philharmonic 
Orchestra and Chorus perform 
Stravinsky's Symphony of 
Psalms. 
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European Cable and 
Satellite Business TV 


(afl limes CET) 

MONDAY TO FRIDAY 

CNN 

2000-2030. 2200-2320 WOfid Busi¬ 
ness Today - a |oin( FT.'CNN pro¬ 
duction wiih Grant Perry and Colin 
Chapman 

Supor CiMfumi 

0700-0710. 1230-1240. 2230-2240 FT 
Business Daily 

0710-0730. 1240-1300 (Men. Thurs) 
FT Business Weakly - global 
business report with James Bellini 
0710-0730. 12iO-T3QO iWed) FT 
Media Europe 

0710-0730, 1240-1300 iFril FT East¬ 
ern Europe Report 
2240-2246 FT Ropon 

Sky Nows 

2030-2100. 2230-2300 FT Business 
Weekly 

SATURDAY 

CNN 

Q900-0930, 1900-1930 World Busi¬ 
ness This Weak - a joint FT/CNN 
production 

Super Channel 

0830-0900 FT Business Weekly 
Shy News 

1130-1200. 1730-1800 FT Media 
Europe 

SUNDAY 

CNN 

1030-1100. 1800-1830 World Busi¬ 
ness This Week 

Super Channel 

1900-1030 FT Business Weekly 
Sky News 

0130-0200. 0530-0600 FT Media 
Europe 

1330-1400, 2030-2100 FT Business 
weekly 
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Anti-dumping 

biter bit 


THE US government is using 
legitimate trade policy instru¬ 
ments and exploiting them to 
harass foreign competitors and 
divert world trade Sows, unduly 
blaming Imports for what are pri¬ 
marily domestic problems.” Thus 
did a spokeswoman for the Euro- 
pean Community react to the US 
Commerce Department's tentative 
determination that steel imports 
from 12 countries, including six 
EC members, are being unfairly 
subsidised. 

But wait just a moment. Can 
this be the very EC that last 
month imposed anti-dumping 
duties on imports of seamless steel 
tubes from eastern Europe? 
Indeed, it can. Nor were those 
duties nugatory- In the case of 
Czechoslovak steel, for example, 
the duty rate was 30.4 per cent. 

If anything, the US action looks 
more defensible than the EC's. 
Subsidies do distort a market 
economy, which is why action 
against “state aids” has been so 
important to the EC. The measure¬ 
ment of subsidies can always be 
questioned. The US finding 
against British Steel, for example, 
is surprising. But the principle of 
countervailing subsidies does look 
reasonably sound. 

This does not mean that the US 
is any less guilty of abusing 
actions against “unfair imports” 
than the EC. Countervailing 
duties are merely another string 
to its bow. The US steel industry 
has itself brought anti-dumping 
cases against 19 countries, prelimi¬ 
nary decisions on which are 
expected in January 1993. 

Both the EC and the US find 
anti-dumping a convenient route 


towards targeted protection. The 
calculations of dumping or subsi¬ 
disation are technical and their 
details are secret. Best of all, it is 
difficult for anyone to defend 
“unfair imports”. But such expla¬ 
nations for the popularity of 
actions against allegedly unfair 
imports do not make them less 
worrying. On the contrary, the 
combination of political accept¬ 
ability with ease of manipulation 
is their principal danger. There 
are three specific concerns. 

First, it is too easy to use anti¬ 
dumping as a covert tool of indus¬ 
trial policy. Many believe that this 
Is precisely what the EC has done 
in the case of its duties against 
imports of electronic goods from 
Japan and other east Asian coun¬ 
tries. 

Second, most anti-dumping 
actions have a weak economic jus¬ 
tification. The economic case 
arises where dumping is preda¬ 
tory. Yet there have been many 
cases where anti-dumping action 
has been used not to prevent pred¬ 
atory pricing by foreigners, but to 
support cartel pricing by domestic 
firms. 

Third, the measurement of 
dumping (and subsidisation) too 
often seems entirely arbitrary. 

The preliminary US decisions 
against steel imports from the EC 
have just one advantage: they 
demonstrate that what is sauce for 
the EC goose is sauce for the US 
gander. Anti-dumping and coun¬ 
tervailing duties need to be sub¬ 
sumed within a global approach to 
competition. If these US actions 
bring that idea further up the 
agenda, they will not have been 
entirely damaging. 


Labour dithers 


THE LABOUR party is dithering 
about its relationship with the 
trade unions. So long as it does so 
it will remain stuck in a swamp of 
mistrust. This was recognised in 
the Immediate aftermath of the 
party's fourth election defeat in a 
row. At that time - barely seven 
months ago - the party's national 
executive was committed to one- 
member-one vote (OMOV) for the 
selection or deselection of candi¬ 
dates for parliamentary elections. 
Proposals to reform the system for 
electing the leader and the deputy 
leader were In the air. The union 
share of voting at the annual con¬ 
ference was to be reduced from 90 
to 70 per cent. When he cam¬ 
paigned for the post of leader Mr 
John Smith declared himself in 
favour of OMOV. 

Since then Labour has divided 
itself into two camps. The modern¬ 
isers understand the argument for 
a complete severance of formal 
ties with the unions. They are 
opposed by nature’s conservatives, 
who appear to be in a majority on 
the special committee set up to 
study Labour-union links. So far, 
most of the union members of the 
committee have put their weight 
behind a complicated scheme for 
“registering” Labour supporters 
within trade union ranks. These 
would then vote as individuals in 
local constituencies. It seems like 
a technical device to avoid OMOV. 
Proposals under discussion do fur¬ 
ther reduce the bloc vote at con¬ 
ference, but not alas, to zero. 

If this sounds like dither. 
Labour apologists reply that these 
are early days. Mr Smith only 


became leader in July and he has 
yet to assert his authority over the 
links committee. The govern¬ 
ment's current troubles have 
demanded his full attention. He is 
moving steadily. He has. for exam¬ 
ple. sagely chosen Sir Gordon Bor- 
rie to be chairman of the party's 
commission on social justice. Sir 
Gordon, until last June director- 
general of the Office of Fair Trad¬ 
ing. will inquire into the tax and 
benefits system. This is an oppor¬ 
tunity to influence the direction 
and financing of social security 
policies for the 21st century, as 
the Beveridge report has done for 
the latter half of the 20th. 

So long as Labour remains in 
thrall to the trade unions this will 
not benefit the party. Sir Gordon 
may produce pearls of the utmost 
wisdom, but it will not be a 
Labour government that selects 
among them for adornment of a 
government's programme. Social 
justice may, for example, demand 
a more targetted system of bene¬ 
fits. Voters will ask themselves 
“which target - the poor or the 
public-sector unions?" There has 
to be a break as decisive as that 
between the AFL-CIO and the 
Democrats In the US. The TUC 
can always send a cheque. 

Labour fears that without trade 
unions to protect it, it might be 
hijacked by middle-class radicals. 
There is only one way to avoid 
that while maintaining a chance 
of winning general elections. It is 
to build a new Labour party that 
merits the support of people act¬ 
ing as individuals, not as the foot- 
soldiers of the unions. 


BTs charges 


THERE ARE encouraging signs 
that BT, the UK's privatised tele¬ 
communications company, is now 
responding intelligently to the 
challenge of greater competition. 
The package of price changes 
announced yesterday suggests 
that BT Is developing a more mar- 

ket-oriented strategy, designed to 
build Its business in an industrial 
sector which is due for expansion, 
rather than simply to exploit its 
near-monopoly position. 

The package is largely aimed at 
persuading customers to make 
greater use of their telephones, 
used for just four minutes a day in 
the UK compared with six minutes 
in the US. Cali charges are to be 
frozen or cut, with a modest 
increase in line rentals to reflect 
the actual incidence of BTs costs. 
There will be more generous dis¬ 
counts for big users, domestic and 
business, with special deals for 
larger business users. 

More Interesting, BT is begin¬ 
ning to explore the scope for 
increasing reveuues through 
much larger price cuts. The Sun¬ 
day special experiment, which 
offers trunk calls at local rates 
between 3pm and midnight on 
Sundays, has doubled call vol¬ 
umes. A similar exercise will cut 
call charges to Europe in January. 
There are indications that BT is 
considering price cuts in the 
future greater than those required 
by Oftel, the regulator. 

All of this is designed to fend off 
increasing competition from Mer¬ 
cury, the cable companies and 
other operators. Next year, it will 


be possible to access BTs competi¬ 
tors without a special telephone, 
and eventually users will have 
portable numbers they can use on 
any network. BT can no longer 
expect to dominate the market by 
its control of most of the local 
network, and yesterday's package 
reflects the realisation that the 
mmpany must win business in a 
more competitive environment. 

This new approach is a reaction 
to the success of regulation in 
opening the industry up to compe¬ 
tition, through interconnection of 
networks and open access. And 
the requirement on BT to separate 
the accounts of its various busi¬ 
nesses will make it easier for com¬ 
petitor to bid for parts of the mar¬ 
ket. The threat to BT’s core 
business has led to long-overdue 
management changes and an 
extensive cost-cutting exercise 
which is now bearing fruit. 

It is, however, too soon to pen¬ 
sion off the regulator. A further 
tightening of the price cap may be 
necessary when it is next 
reviewed — BT’s profitability is 
holding up well in the recession. A 
regulator is also needed to protect 
BTs competitors from predatory 
pricing. And the interests of spe¬ 
cial groups of users must be pro¬ 
tected. (Oftel persuaded BT to 
introduce a special tariff for low- 
use customers such as the 
elderly.) BT will retain its domi¬ 
nant position in the industry for 
the foreseeable fixture and only 
active and tough regulation can 
ensure that this position is not 
abused. 
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A s Renault executives 
head for Lanzarote to 
launch the Twingo, their 
pioneering new minicar, 
they travel safe in the 
knowledge that the once-ailing 
French car maker appears well on 
the way to a recovery. 

Two of the group's most recently 
launched products, the Clio small 
car and the RI9 s mall family car, 
are both riding high in the closely 
guarded, confidential quality data 
compiled by European car makers. 

At the recent Paris motor show 
Renault was the star turn, as it 
unveiled the stylish Twingo, 
designed to give the French car 
maker a more dashing, youthful 
image in the increasingly crowded 
European market place. 

Renault's share of the European 
new car market is rising after 
nearly a decade of decline, and it is 
finally making headway outside 
southern Europe in markets such as 
the UK. In Germany it is ahead of 
PSA Peugeot Citroen, and Fiat as 
the leading importer. 

Its cost-base is one of the lowest 
In Europe, although the currency 
chaos of recent weeks has some¬ 
what reduced the advantage; its 
productivity has jumped by SO per 
cent between 1985 and 1991; and 
most improbably it emerged In the 
first half of 1992 as Europe's second- 
raost-profitable volume car maker. 

Five years ago Renault was dis¬ 
missed as the sick man of the west 
European car industry. The odds on 
it surviving to the end of the cen¬ 
tury were not good. 

Until 1987 it had been chronically 
loss-making for six years, with the 
deficit growing to FFrl2.6bn 
(£1.53bn) in 1964 or 10.6 per cent of 
turnover. It was heavily unionised, 
run as a state agency, and was 
buckling under a huge debt burden. 
Its net indebtedness reached 
FFr61.9bn, equivalent to 55.6 per 
cent of turnover in 1985. 

Us recovery from the 1984 loss to 
a record net profit of FFr9.3bn in 
1989 was extraordinary in scale, but 
its rivals also made good financial 
progress. The west European car 
industry enjoyed successive years 
of record new car sales throughout 
the second half of the 1980s. 

What is special about Renault, 
however, is its financial perfor¬ 
mance in the past two years, after it 
stumbled heavily in 1990 when sales 
in many of its European markets 
started to weaken. 

As some of its top rivals have 
faltered - Ford of Europe has 
plunged into loss and profits at 
Fiat's car operations have collapsed 
- Renault has Increased its pre-tax 
profits in the first nine months of 
this year to FFr7.5bn from 
FFr2-07bn in the same period a year 
ago. 

Its share of the west European car 
market has grown to 10.5 per cent 
in the first nine months of this year 
from 9.8 per cent a year ago. Regis¬ 
trations of Renault cars and light 


Kevin Done explains how Renault has 
transformed itself after lengthy decline 

U-turn on the 
road to ruin 





commercial _ . 
vehicles rose by Twingo: the new 
■L5 per cent to fhee of Renault , 

1.28m in a west 
European mar¬ 
ket where 
demand fell by 
1.5 per cent 

This perfor¬ 
mance has been 
achieved 
despite both 
the losses of 
Renault Vehl- 
cules Indus- 
triels, its truck 
and bus subsid¬ 
iary, and the 
burden being 
exerted by 
Volvo, its Swed¬ 
ish partner, with which it entered a 
far-reaching alliance in 1990. 

Volvo is making losses in both its 
car and commercial vehicle 
operations, which cost Renault's 
results FFr478m in the first nine 
months of this year. With substan¬ 
tial cross-shareholdings, Renault 
now holds a stake of 25 per cent In 
Volvo Car, 45 per cent in Volvo 
Truck and 8.2 per cent in the Volvo 
parent company. 

Since the alliance was formed per¬ 
ceptions of the partners' relative 
strengths have changed. “We are 
more much more credible to Volvo 
shareholders now,” says Mr Louis 
Schweitzer, Renault chairman and 
chief executive and a former 
high-flying mandarin in the French 
finance ministry. 

“We were seen as a state-owned 
monster that could not be run as a 
company, and that could not be run 
profitably. That prejudice has 
largely disappeared." 

Mr Schweitzer took over at Ren¬ 
ault in May following the retire¬ 
ment of Mr Raymond Levy, the for¬ 
mer oil and steel industry executive 
who played the central role in shap¬ 
ing Renault after the mid-1980s. 

The hand-over to Mr Schweitzer, 
formerly chief of staff to Mr Laur¬ 
ent Fabius. when he was succes¬ 
sively hudget minister, industry 
and research minister and finally 
prime minister, was conducted in 
an orderly way, in contrast to the 
traumatic circumstances of Mr 
Levy'? arrival at Renault. He 
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arrived soon after the assassination 
or Mr Georges Besse, then head of 
the company, by terrorists in 1386. 

Renault has come a long way 
since those dark days, but the tasks 
facing Mr Schweitzer are no less 
onerous as he seeks to ensure the 
company's survival beyond the end 
of a decade. Europe has become the 
battle-ground of the world auto 
industry, and the European car 
market is being exposed to the foil 
force of Japanese competition. 

His priorities are; 

• to hasten the passage of Renault 
into the private sector, and to com¬ 
plete the merger with Volvo, 

• to consolidate the quality revolu¬ 
tion wrought by Mr Levy, 

• to encourage the flow of new 
products epitomised by the Clio, and 
Twingo ranges, 

• to fulfil Mr Levy's mission to 
Europeanise Renault by easing its 
dependence on southern Europe 
and reaching a share of at least 5 
per cent in all European markets 
and, 

• to ensure that Renault can com¬ 
pete by the end of the 1990 b at world 
levels of efficiency and productivity 
in both its manufacturing and its 
new product design and develop¬ 
ment operations. 

Renault has already been changed 
into a joint stock company from Its 
earlier status as a rtgie, a state 
agency. Volvo has a 20 per cent 
stake, but 80 per cent is still In the 
hands of the French state. 

Complicated political manoeuvres 


Book Review 


Like father, like son 


J ack Kennedy would never have 
become president without his 
father. Joe. 

The bootlegger, stock market 
swindler and ambassador to 
the Court of St James under Frank¬ 
lin Roosevelt was relentless in his 
pursuit of power, whether in bed or 
the boardroom. But aside from a 
brief flirtation with the idea of run¬ 
ning for the Democratic presidential 
nomination in 1940, Joe Kennedy 
steered clear of a career in national 
politics, preferring instead to fulfil 
his own ambitions through his nine 
children. 

Kennedy senior once remarked of 
his daughter Eunice that if she had 
“been bom with halls she would 
have been a hell of a politician". In 
the event, it was Jack who made 
the grade, an outcome which was 
by no means a foregone conclusion, 
as Nigel Hamilton suggests in the 
first volume of this affectionate 
biography. 

For much of hts early life. Jack 
Kennedy was racked by back pain 
and Addison's disease: his academic 
achievements were nothing out of 
the ordinary: and he laboured long 
in the shadow of the Tamil) favour¬ 
ite and eldest son. Joe Jr. who later 
disappeared on a suicidal bombing 
mission en route to northern 
France, long after his normal tour 
of duty was over. 

Hamilton's thesis is that Kenn¬ 
edy's youth provides most of the 
clues for understanding the future 
president. Behind the playboy 
facade, a serious person was strug¬ 
gling to emerge, according to this 
biographer, who produces interest¬ 
ing examples of Kennedy's early 
work as a journalist and student. 
But the impression remains of a cer¬ 
tain recklessm:s«;. a desire to live 
dangerously. 

Sex is a leilnmriv in JFK's life, as 
this biography sets out in detail, 
thanks to dozens of private letters 
obtained from Lem Billings, a boy¬ 
hood friend of the future president. 


JFK. LIFE AND DEATH OF 
AN AMERICAN PRESIDENT 

Volume One: Reckless Youth 

By Nigel Hamilton 

Century. £20. SOS pages 

Jack Kennedy loved dangerous liai¬ 
sons. In war-time Washington, he 
found Inga Arvad, whom the FBI 
falsely suspected as a Nazi spy. 
Twenty-five years later, J Edgar 
Hoover was preoccupied with Kenn¬ 
edy's friendship with Judith Camp¬ 
bell. paramour of Sam Giancana, 
the Mafia boss. 

All rollicking stuff, but Hamil¬ 
ton’s preoccupation with JFK’s 
health f75 references) and sexual 
encounters and attitudes (31 refer¬ 
ences! leaves him prone to psycho¬ 
babble. At one point, he compares 
Jack's tyrannous father to Joseph 
Stalin, asking improbably; “More¬ 
over. was there not a complete 
black-out of news of bis father’s 
true behaviour, from assaulting 
woman guests to lobotomising his 
daughter? Kennedy and Stalin even 
shared the same name." 

Hamilton’s focus on character has 
merit, If only because he brings out 
the mixture of diffidence, charm 
and wit which made Jack such an 
irresistible political commodity. He 
also traces Kennedy's progress to 
political maturity, where, thank¬ 
fully. the young student and jour¬ 
nalist ditched his father's isolation¬ 
ism and craven appeasement of 
Hitler. 

The weakness In this approach is 
that he tends to skirt over more 
important lessons about Kennedy 
and his extraordinary family. By far 
the most telling is the power of 
money and privilege in America. 
Thanks to his father’s wealth. Jack 
Kennedy attended the finest univer¬ 
sities (Princeton. Harvard and Stan¬ 
ford); he had tea with Princess Elis¬ 
abeth; he visited France, Germany, 
Poland, and Russia on the eve of 


the second world war, and he 
attended the Potsdam conference in 
1945, coming into contact in a mat¬ 
ter of weeks with virtually all the 
players on the international stage 
including Truman, Eisenhower, 
Molotov, Harriman, Gromyko, 
Eden, Churchill, Attlee and Bevin. 
Not even 30 years of age, Jack had a 
singular opportunity for a man 
obviously being groomed for the 
highest office. 

To some extent, Jack Kennedy 
made his own luck. He became a 
war hero after his PT-boat was 
rammed by a Japanese destroyer in 
the Pacific. Hamilton's account of 
this episode is probably the fullest 
and most dramatic to date, captur¬ 
ing the mixture of recklessness and 
personal courage which made him 
front-page news. 

Behind the glory, however, there 
were worrisome tendencies. Like 
his father, young Kennedy suffered 
from an inclination to look for 
short-cuts. For example, he was late 
in filing to-run for the Utfa congres¬ 
sional district in Massachusetts, the 
race which launched his cargsr in 
national politics. “A series of frantic 
phone calls was made," writes 
Hamilton. “In the end, money and 
influence prevailed." . ’.J... 

At the end of this volume, Hamil¬ 
ton claims that Jack had reinvented 
the Kennedys. He had “escaped 
from his father's and his' elder 
brother's Boston-Irish bigotry end 
found a pluralist, idealistic- and 
internationally defined liberalism 
that would, one day, define a gener¬ 
ation of Americana.’' 

But in the light of what we how , 
know about the miqu dgments' and 
brinkmanship of JFK’s presidency, 
Hamilton, In his next volume, .will 
have a hard job revising contempo¬ 
rary judgment among American 
scholars that as a character . Kenn¬ 
edy was flawed, and as a president 
overrated. 

Lionel Barber 


lie ahead, but 
l 'Mr Schweitzer 

w - makes no 

secret of the 
feet that he is 
eager for the 
alliance with 
Volvo to be 
developed into 
a complete 
merger. At the 
same time the 
group has been 
stepping up its 
efforts to pre¬ 
pare interna¬ 
tional financial 
markets for its 
eventual emer¬ 
gence from 
state control, 
even though the final form of its 
privatisation is not clear. 

The negotiations surrounding 
Renault's future , appear to have 
been put on hold until after the 
French elections in March next 
year, but Mr Schweitzer is keen to 
keep up the speed of collaboration 
with Volvo, whatever pace Is set by 
his shareholders. 

“If you stop moving, it is bad; you 
must keep up the momentum. The 
advantage of a merger is. simplicity 
and speed. Agreement between two 
companies does not go as fast as 
managing a single group. I have a 
strong priority to strengthen the 
links as fast as I can." 

As long as Renault and -Volvo 
have different shareholders, -there 
will remain the_problemof.how_ 
savings and profits - or losses 
are to be apportioned-between the - 
two. Mr Schweitzer says, however, 
that “it is clear there is no way 
back. A single command structure 
would help make things go fester. 0 

He admits that collaboration is 
proving difficult in the two group's 
truck operations, where they com¬ 
pete more directly, than in care 
where Renault and Volvo are more 
complementary. 

: Approaches to quality are being 
harmonised and single directors 
have been appointed to bead the 
two companies’ purchasing and 
quality operations. Most significant, 
Renault and Volvo have also 
appointed a single project director 
to develop a car platform for a joint 


top-of-tbe-range car to emerge at the 
end of the decade. This would, 
replace the quite distinet Volvo 850 
and Renault Safrane executive care 
launched over the past year. 

Overall a common product plan 
has been finalis ed for the next 10-12 
years based on the principle of 
maintaining two distinct product 
lines and separate Identities for 
both brand names, but with com¬ 
mon platforms .and components 
wherever possible. 

While the development of the 
Franco-Swedish alliance is one key 
to Renault's fixture, Us progress will 
depend on maintaining the pace of 
the quality and product revolution 
evident in its new car ranges. The 
Twingo will be launched in conti¬ 
nental Europe early next year and 
is seen by Mr Schweitzer as evi¬ 
dence of Renault's determination to 
“offer a product range that is youth¬ 
ful, strong and innovative". - 
Designed like a mini Renault 
Espace - the vehicle that has pio¬ 
neered the market for "people carri¬ 
ers” in Europe - it is evidence of 
the growing impact on Renault of 
Mr Patrick Le Quement, the group’s 
director of industrial design. 

Mr Le Quement, who enjoys prob¬ 
ably more freedom and influence 
than any other designer at a Euro¬ 
pean car maker, is the man brought 
in by Mr Levy In 1387, from a career 
with Ford and briefly Volkswagen, 
to build for Renault a clear and 
distinctive market Image. 

While Renault is sharpening its 
'styling, the improvement in quality 
still owes as much to rectification 
work (the correction of -mistakes 
made during assembly) as to 
improvements in the manufacturing 
process, says Professor Daniel 
Jones, a proponent of “lean produc¬ 
tion” and. co-author of The Machine 
That Changed The World, the land¬ 
mark examination of efficiency lev¬ 
els in the motor industry, published 
in 1990 by the Massachusetts Insti¬ 
tute of Technology. 

“What Renault has done in chang¬ 
ing its culture is still impressive,” 
says .Prof Jones. “They were deter¬ 
mined to improve the quality, of the 
product as perceived by the cus¬ 
tomer.” According to Prof Jones, 

: Renault has_staged a : “product;ied . 
revival based on quality 5 *,. but this,' 
.is-still at. ; the cost of too much recti¬ 
fication work. “They are making 
significant progress, in their facto¬ 
ries, but they are not there yet" 
Renault is currently on the crest 
of a wave, but it faces a severe test 
in the next two years with the Euro¬ 
pean hew car market set to decline 
sharply in 1993. 

Mr Schweitzer insists that he will 
maintain jhe current “quality prior¬ 
ity with an absolute determination, 
because in the Europe of tomorrow 
the manufacturers, which do not 
offer products on the highest qual¬ 
ity level will he eliminated... Any 
relaxation of bur efforts, any com¬ 
placency, would condemn us over 
the long-term to oblivion.” 
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blue jeans . 

■ It sounded odd a mouth ago 
when Germany’s official 
welcome of Bill Clinton’s 
victory called him “William". 
But perhaps the German 
government knew something 
nobody else knew then. 

With the announcement of 
plans for January’s 
presidential inauguration, 
humble BID has suddenly 
become not only William but 
also Jefferson, which happens 
to be his middle name and 
quite a convenient (me for any 
US president. 

In sketching out the four-day 
inaugural celebrations, 
Democrat chairman Ron 
Brown talked of the national 
“rite of passage”. In reality 
what Washington is going to 
$ experience is a right to party. 

it includes 10 inaugural balls 
{which at $125 a ticket are 
cheaper than Reagan's and 
Bush’s bashes}, eight big 
public events (ndndfng a 
special part; for the homeless 
with the admission foe bang 
food and clothing, and a 
“gathering” for diplomats at 
Geo r ge town University, 
Clinton's alma mater and also 
home to the US school of 
foreign service. 

The total bill will also 
undercut the Reagan and Bush 
inaugurals at around $20m - 
90 per cent funded, like 
Norman Lament’s legal bills, 
by private contributors with 
the rest coming from sales of 
officially sanctioned souvenirs. 

For the socially conscious, 
W iTHam Jefferson Clinton will 

4 wear black tie to the balls, but 
Jeans to his Arkansas party. 


Banking on 

■ Merchant bankers are 
always terribly discreet, so 
it’s impossible to know 
whether Warburg's Sir David 


himself out of the race for the 
governorship of the Bank of 
England by accepting a 
directorship of GEC. But that 
is what many may suppose. 

Given that a decision on the 
bank job is expected before 
the year-end, it would have 
been easy to delay his 
membership of the GEC board 
for a few more months. 
Perhaps he's playing hard to 
get, but Ladbroke's Paul 
Austin for one thinks that 
Sc holey is no longer a 
contender. He stopped taking 
bets cm the governorship 
stakes yesterday. 

Before the GEC 
announcement, Ladbroke had 
Scholey as four to five odds-on 
favourite, followed by Sir 
David Walker, Eddie George 
and Rodney Galpin. News of 
Galpln’s early retirement foom 
the Standard Chartered 
chairmanship is unlikely to 
increase his chances of being 
first at the Threadneedle St' 
post, and Walker still looks 
the dear favourite over 
home-stable candidate Eddie 
George. 

Even so there could be some 
surprises in the final furlong. 
A couple of longshots which 
might be worth backing axe 
Sir Christopher Hogg, boas of 
Courtaulds and Reuters, and 
Sir Jeremy Horse, who steps 

down from the chairmanship 

of Lloyds Bank in February. 

The problem is that, like 
Scholey perhaps, they might 
well not want the job in its 
present form. 


Hauled down 

■ The backlash following 
neo-Nazi violence against 
foreigners in Germany has now 
brought down one of the heads 
of the country’s aerospace 
Industry - ami all because 
he flew the wrong flag in 
his garden. 

He is Earl Derech, abrasive 
president of the industry's 



“I thought my G band was 
an erogenous zone" 

federation BDLI as well as on 
the board of the Deutsche 
Aerospace subsidiary of 
mighty Daimler-Benz, and one 
of Bonn’s great defenders of 
the European fighter. 

Amid rebounding 
repugnance for all tokens of 
nationalism, his Daimler 
bosses were appalled by press 
reports that the flag flying in 
front of his house was the 
Reichskriegsflagge, a pre-ifllS 
standard bearing an Imperial 
eagle and the iron cross. 

Hence Deutsche Aerospace’s 

blunt announcement that he'd 
be resigning because, 
according to the company’s 
chief, Jfirgen Schrempp, that 
was the only way to save 
Daimler-Benz's interests from 
further damage. 

Although the Reich* 
krlegsflflgge is now the 
emblem of skinhead gangs 
terrorising refugees and 
asylum seekers, the ousting 
might seem a bit hard an 
Dersch. In pre-skinhead days 
the flag was regarded as the 
tme acceptable symbol of 
German national pride, 
representing the “unspotted" 
imperial navy. 

Even so, U is not the first 
corporate flap he has created. 


the “PeenemQnde affair" in 
August, when the BDLI chose 
to celebrate the 50th 
anniversary of the flight of 
die first V2 rocket. He 
dismissed subsequent British 
protests as “hysterical", but 
was overruled by higher 
authority as being insensitive. 

Few tears are being shed 
over him at Daimler-Benz 
headquarters., .except the 
embarrassed variety. 


Old boy rivalry 

■ While the acquisitive TT 
Group's boss, John Newman, 
takes umbrage at being called 
a copy-cat, that is the way 
things would seem. 

One after another, the 
members of the Hanson 
old-boys’ dub are taking to 
the acquisition tralL Greg 
Hutchings’ Tomkins is buying 
KHM, a couple of old Hanson 
hands at Wassail are bidding 
for Evode, and now TT Group 
is buying AB Electronic. 

Newman, aged 47, was the 
first of Lord Hanson’s 
acquisition chiefs to go off on 
his own, and his public 
company remains the smallest 
and most lowly rated of the 
three. He keeps in touch with 
Hutchings, hut plays down 

any rivalry. 

Meanwhile Bob Cowell, who 
master-minded Hanson 
acquisition strategy In between 
Newman and Hutchings, 
assures me his Makinson 
Cowell business has no plans 
to join the fray. But font it 
time that Lord Hanson himself 
showed bis buying mettle? 


Hot topic 

■ In time for the Queen's 
Christmas stocking, at least, 
is tiie book. Fire Protection 
is Old Buildings and Historic 
Town Centres, just published 
by the Fire Protection 
Association. 
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Closer ties spark Swiss passion 

Emotion marks a referendum on links with Europe, writes Ian Rodger 


T he Swiss are known for 
many things - reliability, 
tolerance, self-disci' 
pline - but not for outbursts of 
emotion. 

Thus, when one Swiss farmer 
calls a federal cabinet minister a 
traitor, and another tells a fran¬ 
cophone Swiss minister that he 
has no right to speak publicly in 
German Switzerland unless he 
uses a Swiss German dialect, it is 
apparent that something unusual 
is happening. 

What it is is a political cam¬ 
paign for a national referendum 
this Sunday on whether Switzer¬ 
land should join the European 
Economic Area, an expanded free 
trade zone uniting the seven 
countries of the European Free 
Trade Association, including 
Switzerland, and the European 
Community. 

The Swiss themselves are sur¬ 
prised at how passionate the 
debate has become. “It is the first 
time I have ever been interested 
in politics,” says Ms Monika Zie¬ 
gler, a Zurich hairdresser who 
keeps a briefing paper at her side 
to answer customers' questions 
on the subject. 

Opponents claim ominously 
that the EEA is the first step 
down the slippery slope to mem¬ 
bership in a centralised EC and 
the loss of cherished Swiss inde¬ 
pendence, neutrality and prosper¬ 
ity. Advocates believe just as pas¬ 
sionately that it offers the best 
chance to avoid a s tifling isola¬ 
tion that would gradually sap the 
vigour of the country’s economy 
and peoples. 

Coming when the country's 
economy has faltered badly, the 
issue has sent normally self-as¬ 
sured Swiss citizens into turmoil 
about which way to vote. Opinion 
polls show sentiment evenly split 
overall, but with a large propor¬ 
tion of voters, about 30 per cent, 
still undecided. 

Tension is added by the 
requirements for not only a 
national majority in the referen¬ 
dum but also a majority in at 
least 12 of the 23 cantons for the 
treaty to be ratified. 

Another worrisome feature is 
the unusually sharp difference in 


sentiment between the German¬ 
speaking majority, which tends 
to be uneasy about closer ties 
with the EC. and the French- 
speaking minority, which favours 
them. 

Government leaders admit that 
in the event of a rejection of the 
treaty the country’s delicately 
balanced political system would 
be thrown Into crisis. 

For those outside with inter¬ 
ests in Switzerland, the impor¬ 
tance or the vote should not be 
exaggerated. Existing free trade 
and several other treaties 
between the country and the EC 
will carry on even in the event of 
rejection. The near-term impact 
on the economy will be marginal. 


‘It is the first time I 
have ever been inter¬ 
ested in politics,' says 
Zurich hairdresser, 
Monika Ziegler 


The big Swiss banks and multi¬ 
national companies will be unaf¬ 
fected either way as they already 
have established bases in EC 
countries. 

And a political crisis would 
undoubtedly be defused in due 
course. The spectre of a break-up 
of the confederation and the cre¬ 
ation of a separate French-speak¬ 
ing state is not on, given the eco¬ 
nomic weakness of the six 
francophone-dominated cantons. 

But for the moment, the coun¬ 
try is in an uncharacteristically 
feverish state. Mr Jean-Paul Dela- 
muraz, the minis ter who was crit¬ 
icised for not speaking Swiss Ger¬ 
man in Schaffhausen three weeks 
ago, Laments: “Reason and truth 
do not seem to have a place in 
this debate any more.” 

Although the campaign had 
been in the offing for months, it 
got seriously under way only 
about four weeks ago. The gov¬ 
ernment was quietly confident of 
victory, having assembled an 
extraordinary alliance of the 
leadership of nearly every impor¬ 
tant branch of society - banks, 
industry, trade unions, even 
fanners. 


But in the initial weeks of the 
campaign, the opponents made 
all the running, conjuring up 
visions of floods of immigrants 
and domination by an insensitive 
Brussels bureaucracy. Two weeks 
ago, a poll showed a clear plural¬ 
ity of voters against the EEA and 
the anti forces gaining ground. 

Alarmed, the pro camp rolled 
out its big guns. Brown Boveri, 
the engineering group, wrote to 
its suppliers warning of loss of 
business if the treaty was 
rejected. Roche and Sulzer. two 
other big companies, said they 
would cancel investment projects 
in Switzerland. 

In one of the most moving 
appeals, Mr Walter Frehner. chief 
executive of Swiss Bank Corpora¬ 
tion, said in Zurich last week: "I 
am against the offshore mental¬ 
ity being promoted by the EEA 
opponents. X want to leave my 
children a Switzerland whose 
strength is not just its neigh¬ 
bours' weaknesses, a Switzerland 
which does not consist only of 
hotels, banks and holding compa¬ 
nies.” 

By the end of last week, polls 
indicated that, while the number 
of undecided voters was still 
high, there had been a decisive 
swing, with 46 per cent in favour 
and 38 per cent against 

If the treaty is accepted, the 
turning point will probably be 
seen as the night when two cabi¬ 
net ministers faced a hostile pub¬ 
lic in a nationally televised 
debate at Schwyz, the central 
Swiss town where the confedera¬ 
tion was formed in 1292. After the 
ministers spoke in the hall hold¬ 
ing the sacred federal archives, a 
fanner stood up and called them 
traitors. The outraged ministers 
dropped all pretence of civility 
and responded so vigorously that, 
by all accounts, they won sympa¬ 
thy throughout German Switzer¬ 
land. 

For the Swiss, the most contro¬ 
versial element of the EEA treaty 
is the obligation to take on the 
EC's so-called four freedoms - of 
movement of capital, people, 
goods and services. Anti-EEA 
campaigners have been able to 
appeal to the deep seated fear in 


most Swiss of foreigners over¬ 
running the country, some taking 
jobs away from locals by accept¬ 
ing lower wages, others buying 
up every available Alp. In fact, in 
the past couple of years, as a 
result of recession, there has 
been a net outward flow of people 
to EEA countries, and this is 
likely to persist. 

EEA advocates say that the 
real beneficiaries of freedom of 
movement will be the Swiss who 
will be able to study and work 
freely in other EC countries. 
Research-oriented Swiss compa¬ 
nies fear they will not be able to 
attract talented scientists if the 
treaty is rejected. 

Another troublesome element 


‘Reason and truth do 
not seem to have a 
place in this debate any 
more,' says a Swiss 
minis ter 


of the treaty for the Swiss is the 
supremacy of EC- law in all of the 
areas covered. Opponents have 
emphasised how the Swiss will 
no longer be able to have the 
final say through plebiscites on 
every important issue. 

Advocates counter that the 
EEA is nowhere near as intrusive 
as EC membership would be. The 
EEA has no impact on heavily 
subsidised Swiss agriculture, 
except insofar as it should bring 
about a reduction in the cost of 
imported machinery and other 
farm inputs. And it does not 
threaten Switzerland’s monetary 
independence or bank secrecy. 
Nor does it cover defence, and so 
does not undermine Swiss neu¬ 
trality. 

As Sunday approaches, the tide 
seems to be firmly in the direc¬ 
tion. of approval of the treaty. But 
swinging a majority of cantons 
into the Yes camp still looks diffi¬ 
cult because of the large number 
of small cantons in the German¬ 
speaking part of the country. 
Also, the external environment is 
not exactly heiprul. Seldom have 
European institutions looked so 
unattractive. 


Bundesbank 
raises voice 

Continued from Page 1 


would be resolved through higher 
taxes or higher inflation. “We 
can take it for granted that no 
one wants the latter." 

In this week's speech he also 
attacked politicians who had the 
nerve to exert “moral pressure" 
on the Bundesbank to cut inter¬ 
est rates while it was still battl¬ 
ing to win the war against Ger¬ 
man inflation. 

He said that if politicians 
wanted to help stabilise markets 
and reduce money market specu¬ 
lators' room for manoeuvre, they 
would be better advised to stop 
regarding exchange rates as 
tokens of political prestige and 
give their central hanks indepen¬ 
dence. The man who has raised 
several grave concerns claimed 
the sort of pressure exerted on 
the Bundesbank of late actually 
Increased doubts about Emu. 

But he left his audience with 
no doubt about his stance on 
interest rates. He said it would be 
a mistake for the Bundesbank to 
try to iron out domestic economic 
difficulties with a lax monetary 
policy, even taking into account 
the “short-term problems” of 
partner countries. That would be 
a disservice to European mone¬ 
tary integration, be declared, 
dropping the community's most 
gnawed-at bone of contention in 
Mr Kohl's backyard. 


f/. 1 . • 



The French port of Brest feels the ftill force of storms which battered north-west Europe yesterday 


French franc struggles in spite of intervention 


Continued from Page 1 


currencies in the system, said it 
spent BFrTObn (£1.408bn> from its 
reserves in the week to Novem¬ 
ber 30 in supporting the weaker 
currencies in the ERM. 

• In an effort to reduce the 
strains, Mr Henning Chris topher- 
sen, the European Community 
economy commissioner, ruled out 
further realignments and said 
selling of the krone, the French 
franc and the Irish punt was 
“irrational". 

• In a more hopeful sign for the 
punt, which has been under pres¬ 
sure recently, the Irish currency 


strengthened against other major 
currencies, in spite of yesterday 's 
move by the Irish central bank to 
cut its overnight interest rate 
from 100 per cent to 30 per cent. 

The upheaval in the currency 
markets is certain to be high on 
the agenda at the Bonn summit, 
which lasts until tomorrow. 
France and Germany will seek to 
co-ordinate their strategy for the 
forthcoming EC summit, in Edin¬ 
burgh. with both deeply commit¬ 
ted to ensuring the Community- 
wide ratification of the Maas¬ 
tricht treaty. 

They want to find a solution 
which can accommodate Den¬ 


mark's objections to the treaty, 
without having to renegotiate it. 

Their talks art likely ti> be 
overshadowed by the battle over 
the French franc, and by their 
differing view* over the Galt 
negotiations. 

Mr Kohl, and his agriculture 
minister. Mr Ignar. Kiei hie. have 
made it clear that they can iite 
with the deal on restraining EC 
farm export* tuirked out by rht* 
European Commission ami the 
US administration. Mr Mitter¬ 
rand remains passionately 
opposed. 

Mr Kohl l* not going to 3llnw 
differences Oier Gatt to sour his 


close alliance with the French 
president, although he may 
expect some French response on 
that score in return For Ger¬ 
many's loyal support of the franc. 

On the currency markets, if the 
franc continues to experience the 
same weight of selling over the 
next few days, economists in 
Paris expect the Bank of France 
to increase its five-to- 10-day 
repurchase rate, currently 10 per 
rent, in an effort to defend the 
currency. 

This is the rate at which the 
central bank docs marginal 
short term lending to the hank, 
m? system. 
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THE LEX COLUMN 

GEC cashes in 


GEC's long-standing reputation as a 
dull performer has certainly not been 
reflected In the share price over the 
past year. The company has made 
strenuous efforts to offset the slow¬ 
down in business areas such as 
defence with international joint ven¬ 
tures. Perhaps the most notable of 
these is the collaboration with Als- 
thom, and power systems profits duly 
increased by 18 per cent in the first 
half. Still, the image of GEC as a 
hoarder may be reinforced by the 
appointment of a senior merchant 
banker to the board and the effective 
cash inflow of £405m in the past six 
months. The second half will not see 
such a torrent, but next year the com¬ 
pany is likely to pull in at least 
another £200m in cash. 

What happens to the money seems 
to fascinate observers rather more 
than it does GEC. Investors may fret 
that while a cast-iron balance sheet 
can be a support in troubled times, 
once recovery is on the way cash 
becomes a drag. GEC has hinted that 
the relaxation of the government's 
rules about private sector participa¬ 
tion in infrastructure projects may 
offer opportunities. Perhaps the com¬ 
pany might provide lease finance to 
British Rail so that it can afford to 
buy GEC-manufactured trains. But 
given sloth in Whitehall and Lord 
Weinstock's well-known caution, it is 
hard to see this blossoming quickly. 

Supporters may argue that the com¬ 
pany will benefit from devaluation, 
but GEC will need to invest into the 
recovery if it is not to repeat its under- 
performance of the 1980s. If opportuni¬ 
ties are not available, shareholders 
might prefer to keep some of the cash 
in their own deposit accounts. 

Granada 

If Granada's problems have not 
proved as great as feared, its recovery 
has also been swifter than expected. 
Since his arrival as chief executive 
just over a year ago, Mr Gerry Robin¬ 
son, dismissed as a mete caterer by 
television professionals, has helped lift 
Granada's shares by more than 80 per 
cent, adding some £600m to its market 
value in the process. 

Shedding 8 per cent of the compa¬ 
ny’s workforce (with yet more to 
come) and ruthlessly squeezing cash 
has worked financial wonders. So have 
ingenious schemes to tickle growth 
from mature rental and television 
businesses - as yesterday's 129 per 
cent profits improvement on near 
static sales amply illustrates. A £2lm 


FTrSl Index: 2764.1 


Share price relative to the 
FT-A All-Share Index' 
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turnround at the troubled computer 
services business also helped. 

But Granada Is still struggling back 
to first base. Profits remain £34m 
adrift of what they were three years 
ago and with the benefits of the 
bounce fading, the question looms of 
what rate of growth Granada can now 
sustain. The market was impressed by 
the revitalised potential of the com¬ 
puter business and Granada’s ability 
to milk cash from motorway service 
sites and TV rental shops, even in 
recession. Further out, Granada’s 
BSkyB stake adds extra spice and 
some acquisitive growth can be expec¬ 
ted to kick In. But moving from cut¬ 
ting to growing mode can prove diffi¬ 
cult A forward rating of 15 allows for 
little pause for consolidation. 

Bass 

Bass may rightly pride itself on its 
decision to tackle the government 
requirement to reduce its tied estate 
early and decisively. By selling pubs 
before prices were too depressed, it 
realised healthy profits for its share¬ 
holders. With a smaller estate, though, 
it has paid a heavy price in the form of 
a 25 per cent slide in pub retailing 
profits for 1991-92. The hangover, 
though less acute, will also continue 
in the current year. 

True, there were other factors 
behind the retailing decline; internal 
pricing arrangements mean the brew¬ 
ing side may have gained at the ex¬ 
pense of its retailing division. The 
company is also stepping up its spend¬ 
ing on pub refurbishment, which bad 
been neglected while the estate was 
being shrunk. That should bring 
returns eventually, though it will be 


1994 before the normal maintenance 
cycle is back on track. The underlyii^ 
message from yesterday's results is 
that recovery, both from the recession 
and the beer orders upheaval, will be 
slow Ln coming through. 

Yesterday's 3 per cent share price 
drop looks a reasonable response, 
especially given the company's deter¬ 
mined caution on current trading as 
the Christmas season looms. But it 
would not do to get carried away. Holi¬ 
day Inn will be helped by higher fran¬ 
chise rates and currency gains even 
though room rates have yet to respond 
to the tentative US recovery. Bass also 
looks particularly strong in brewing. 
With costs under control it is well- 
placed to push for higher market 
share. 

UK Gilts 

Yesterday's gilts auction was an 
inauspicious affair, with demand little 
better than at the last auction in 
August. More seriously, the sale 
attracted barely a modicum of over¬ 
seas interest despite the normally pop¬ 
ular 10-year maturity. Admittedly for¬ 
eigners have been net sellers of gilts 
since sterling came out of the ERM, so 
there was little chance of a stampede. 
Some may also be reluctant to commit 
funds so close to the year end. Tbe 
Bank of England will doubtless hope 
to drum up more enthusiasm if it 
decides to auction more of the same 
stock in the spring. 

Something will have to give, though, 
if .overseas investors are to provide 
more than grudging support for the 
funding programme. Gilts yielding 13 
percentage points more than German 
bunds were attractive enough while 
sterling was inside the ERM. They 
look for less enticing now that Mr 
Major’s government is free to pursue 
growth ahead of lower, infla tion, ster¬ 
ling's devaluation since then leaves 
more room for currency gains, espe¬ 
cially if the dollar resumes its upward 
march against the D-Mark. On yester¬ 
day's auction evidence, however, over¬ 
seas investors are not convinced that 
sterling has hit bottom. 

Little wonder gilts , do not have 
much credibility as a safe haven from 
turbulence within the ERM. Thus the 
yield differential between gilts and 
.French bonds widened this week as 
the latter rallied in expectation that 
any devaluation of the franc would be 
coupled with lower interest rates. 
International investors prefer to take 
their chances with the Bundesbank 
rather than place trust in Mr Major. 
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UK brewing group’s 16% 
rise disappoints market 


By Philip Hawstome 
In London 

BASS, the UK brewing, hotels 
and leisure group, fell short of 
market expectations yesterday 
despite a 16J5 per cent rise in 
full-year pre-tax profits to 
£5Qlra ($75l.5m). 

Shares fell I5p to close at 
585p as Mr Ian Prosser, chair¬ 
man, said he expected no 
Improvement in trading condi¬ 
tions before late next summer. 
“There are signs that the 
American economy may be 
moving in the right direction 
but... we have seen false sig¬ 
nals in this respect in the past 
two years.'’ In the UK, we do 
not see any such signs." 


Market sentiment was fur¬ 
ther depressed by evidence of 
damage inflicted by the UK 
recession and the government- 
enforced disposal of pubs. 

A property revaluation has 
led to a write-down of £496ra, 
13 per cent of total property 
value and about half of the sur¬ 
plus recorded In the 1989 reval¬ 
uation. The sale of 1,213 pubs 
during the year contributed to 
a 24.5 per cent decline in pub 
operating profits, but Bass 
recouped the lost beer volumes 
with gains in the free pub 
trade and take-home market. 

Earnings per share for the 
year to September 30 grew 8.3 
per cent to 39.6p; a final divi¬ 
dend of 13.65p raises die total 


payment to 18.9p, an increase 
of 62 per cent. The accounts 
Include exceptional charges of 
£75m for rationalisation and 
reorganisation costs in the 
brewing and pub divisions; and 
an extraordinary credit of 
£9lm mainly from surpluses on 
pub disposals. 

Group operating profit fell 
1-5 per cent to £612.lm from 
£622.7m, on turnover reduced 
from £4.38bn to £421bn. Profit 
contribution from brewing 
operations rose 13£ per cent to 
£210m on turnover of El-SSbn, 
32 per cent ahead. 

Holiday Inn hotels achieved 
a 12.4 per cent increase In oper¬ 
ating profits to £li6m. 

Lex, Page 14; Details, Page 21 


Granada earnings climb 129% 


By Raymond Snoddy and 
John Thornhill In London 

GRANADA, the UK leisure, 
television and computer ser¬ 
vices group, plans to cut 800 
more jobs in the next year 
including around 200 at Gran¬ 
ada Television. The cuts come 
as the group yesterday 
announced a 129 per cent 
increase In pre-tax profits to 
£130m (8199m) for the year to 
the end of September. * 

The job cuts at Granada 
Television are expected to be 
announced next week. Yester¬ 
day, Mr Gerry Robinson, chief 
executive, said Granada Televi¬ 


sion had been “under-man¬ 
aged'' in the past. 

A further 600 jobs are to go 
at Granada Rental. 

Granada reported higher- 
tban-expected profits and its 
shares closed up 25p on the day 
at 334p. In the first full year 
under the management of Mr 
Robinson every Granada divi¬ 
sion improved its position. 

Rental increased operating 
profit by 9 per cent to £98m. 
Television had a 50 per cent 
increase to £33m although 
there was a one-off E6m saving 
In exchequer levy. Leisure, 
mainly motorway services, had 
a 16 per cent increase in oper¬ 


ating profit to £27m. Computer 
services moved from a £l2m 
loss to a £9m profit. 

Mr Alex Bernstein, chair¬ 
man, said the performance of 
British Sky Broadcasting, in 
which Granada has a signifi¬ 
cant stake, was “the icing on 
the cake". BSkyB would make 
an operating profit of £50m- 
£60m this year and would 
make its first pre-tax profit in 
the year beginning June 1993. 

Granada's fully diluted earn¬ 
ings per share was I9p, a rise 
of 92 per cent, and the net divi¬ 
dend rose 10 per cent to 
7.7p. 

Lex, Page 14 


Institutions turn against Sugar 


By Paul Taylor in London 

TWO large UK institutional 
investors said yesterday that 
they would vote against Mr 
Alan Sugar’s controversial 30p- 
a-share buy-back bid for the 65 
per cent oF Amstrad, the UK 
consumer electronics group, he 
does not already own. 

Prudential said it would vote 
its 5m Amstrad shares, equiva¬ 
lent to a 0.9 per cent stake, 
against the bid, as did Postel 
the UK's largest pension fund, 
which holds L0.92ra Amstrad 
shares, equivalent to a 1.88 per 
cent stake. 

Although the stakes are 


small, the institutions’ decision 
to oppose the bid represents a 
setback for Mr Sugar, Amst- 
rad's chairman. 

Opponents of Mr Sugar's 
£113m ($170m) plan to take the 
consumer electronics group 
private again, need to muster a 
total of 94.4m shares, or 1625 
per cent of Amstrad's paid up 
capital to block the deaL 

Although many institutional 
fund managers have said they 
are unhappy with the terms of 
the offer, Prudential and Postel 
are the first to announce they 
will try to block the bid. 

Mr Andrew Threadgold, Pos¬ 
ters chief executive, said yes¬ 


terday that the pension fund 
would be opposing the 30p-a- 
share bid because “we are 
opposed to management buy¬ 
outs of public companies by 
insiders." and was concerned 
to reinforce this principle. 

The action of the two institu¬ 
tions yesterday is also likely to 
strengthen opposition among 
Amstrad's 31,000 individual 
shareholders, many of whom 
have already expressed con¬ 
cern about the bid. 

One, Mr Edward Northcote 
who owns 1.000 Amstrad 
shares, will mount a legal chal¬ 
lenge to the planned buy-out in 
the High Court this morning. 


Zurich 

banking 
executive 
to resign 

By Ian Rodger In Zurich and 
Alan Friedman in New York 

HR ALFRED HARTMANN, 
deputy chairman of the trou¬ 
bled Rothschild Bank In Zur¬ 
ich, is resigning at the end of 
the year. 

His resignation follows reve¬ 
lations that the bank made 
loans of SFr220m (8155m) 
which broke Swiss banking 
law. He has also resigned from 
the boards of five other Roths¬ 
child companies in Switzer¬ 
land. 

No reason for the resigna¬ 
tion was given. 

Mr Hartmann, a Zurich 
banker who began his career 
with Union Bank of Switzer¬ 
land, has been involved with 
other troubled banks. 

He was a director of the 
defunct Bank of Credit and 
Commerce International 
(BCCI) and chairman of its 
Swiss associate. Banqne de 
Commerce et Placements 
(BCP), which was named In 
the first US indictment 
in 1988 of BCCI's money 
laundering activities in 
Florida. 

He was widely criticised last 
year for his failure to spot 
trouble early on at BCCL 

Mr Hartmann was also men¬ 
tioned in the recent 800-page 
report on BCCI Issued by Sena¬ 
tor John Kerry of Massachu¬ 
setts. The Kerry report urged 
further investigation by the 
US of the nature of Mr Hart¬ 
mann's financial dealings with 
Mr Charles Keating, the con¬ 
victed former savings and loan 
tycoon. 

Mr Har tmann joined Roths- 
child Bank in 1983 as Its gen¬ 
eral manager. Two years later, 
the bank was censured by the 
Swiss B anking Commission for 
making a fictitious loan to the 
Marc Rich trading organisa¬ 
tion. 

He became a director and 
deputy chairman in 1989. The 
following year, the hank was 
retained by Philip Morris of 
the US to advise it on Us bid 
for the Swiss confectionery 
group, Jacob Suchard. It was 
later investigated for buying 
Suchard shares for its own 
account in advance of the bid’s 
announcement 


Seagram hit by marketing 


By Robert Gibbens 
in Montreal 

THE RECESSION continued to 
dampen Seagram's wine and 
spirits business in the third 
quarter, while the Tropicana 
fruit juice unit performed 
strongly and benefited from 
lower overheads. 

Third-quarter net profit was 
US$178m, or 47 cents a share, 
down 9 per cent from 8193m, or 
51 cents a share, a year 
earlier. 

Mr Edgar Bronfman Jr, pres¬ 
ident, said in a statement that 
the C anad i a n group's flat per¬ 


formance in the third quarter 
was due mainly to the reces¬ 
sion's impact on several key 
global markets, but also to 
higher advertising outlays to 
snpport its most important 
brands. Seagram spends 
around 3500m a year on adver¬ 
tising worldwide. 

He said: “But we expect our 
overall operating income for 
the full year ending January 31 
will exceed the 8760m reported 
for fiscal 1992.” Sales from the 
worldwide drinks business 
dipped 3.7 per cent to $l- 45 bn 
following the sale of several 
spirits brands in the US in the 


final quarter of fiscal 1991. 

In the third quarter, sales 
from continuing operations 
were steady. Operating income 
was 8198m, against 8206m. 

Results included $73m In div¬ 
idends from Du Pont of the US, 
against $69*n, and 341m equity 
in unremitted Du Pont earn¬ 
ings, against 851m. 

Net income for the nine 
months to October 31 was 
8497m, or 8L32 a share, down 
6.5 per cent from 8530m, or 
81.40 a share, a year earlier. 
Sales were 84.9bn against 
84.23bn. Results included Du 
Pont dividends of 8214m, com- 


costs 

pared with 8207m, and unrem¬ 
itted earnings of 8121m, 
against 8185m. -• ■ 

Seagram is one of the world's 
top four drinks groups, selling 
in 150 countries and with sub¬ 
sidiaries and affiliates in 34 
countries. Its main expansion 
thrust is in Asia and Europe 
because of the long decline in 
the North American spirits 
market 

Seagram is known to be 
searching for another premium 
brand acquisition, while senior 
management at Tropicana has 
recently been shaken up once 
again. 


UBF takes FMl.7bn injection 


By Christopher Brown-Humes 
in Stockholm 

UNION BANK of F inland , the 
country’s second-largest bank, 
yesterday said it would take a 
FML7bn (8328m) injection from 
the Finnish government to 
strengthen Its capital base. 

The move makes it the last 
of the leading Finnish hanicg to 
take advantage of a FMSbn 
preference capital fund which 
the government set up earlier 
this year to help support the 
country's ailing financial sys¬ 
tem. The state has also estab¬ 
lished a FM20bn guarantee 
fond. 

UBF said it decided to take 
the injection because of the 


continuing difficulties being 
faced by the Finnish banking 
sector, winch has been bat¬ 
tered by heavy credit losses 
and the deterioration in the 
country’s economy. It also 
noted that the option to apply 
to the fund expired at the year- 
end. 

The bank said the provision 
would strengthen its capital 
ratio by about l per cent from 
92 per cent and would increase 
its lending capacity by about 
FM20bn. 

The injection takes the form 
of a preferred capital certifi¬ 
cate and carries a coupon of 0.5 
per cent a year over one-year 
Finnish government Treasury 
bills until the end of 1997. 


If heavy losses prevent UBF 
from repaying the amount, 
conversion rights will allow 
the state to take a holding of 
up to 30.4 per cent in the 
group. 

Unitas, UBFs holding com¬ 
pany, disclosed a FMl Jbn loss 
for the first eight months of 
1992, and predicted a FM3bn 
loss for the whole year. 

Like other Finnish banks, . It 
has been rationalising heavily. 
Staff numbers will have been 
cut to 8,500 by the year-end, 
2,000 less than in 1987. 

Kansallis-Osake-Pankki, 
UBFs main commercial com¬ 
petitor, said in August that it 
would also take a FM1.7bn 
injection from the government 


Viag sees bleak outlook for 1993 


By Judy Dempsey In Bonn 

VIAG. the energy-based 
Ger m an conglomerate, expects 
little improvement in profit 
and sales growth until the end 
of next year. 

Net profits fell in the first 
nine months of the current 
financial year by 9 per cent to 
DM292m (8185m), while turn¬ 
over eased marginally to 
DM17.75bn, compared with the 
same period in 1991. 

Mr Alfred Pfeiffer, Viag's 
chairman, said the results were 
affected by the slowdown in 
growth in the domestic market, 
as well as currency fluctua¬ 
tions on the international mar¬ 
kets. 

Two sectors of the group 
appear particularly vulnerable, 
with turnover rising Less than 


1 per cent for aluminium, and 
falling by 7 per cent for fire 
prevention equipment 

At the same time, surplus 
stocks, increasingly common 
across German industry, are 
alSO hitting Viag's pariraging 
arm and primary aluminium 
sectors. Gerresheimer Glas, 
under which Viag's glass man¬ 
ufacturing sector is grouped, 
also sbowed a sharp fall in 
turnover from DM 142m to 
DM67m. However, the group's 
interim results have been 
partly cushioned by the chemi¬ 
cal sector, where turnover rose 
by 7 per cent 

Total spending on new 
investments also fell from 
DM2.03bn to DM509m, 
although this was expected fol¬ 
lowing a rapid expansion of 
Viag throughout 1991; 


• Sales at Preussag, the Ger¬ 
man industrial group, fell 32 
per cent to DM24J>bn ($15j5bn) ■ 
for the fiscal year which ended 
on September 30, however net : 
profits were slightly above last 
year's DM425m. 

Mr Ernst Pieper, the group’s., 
chairman, said last year’s div¬ 
idend of DMlO per share would 
be unchanged. He added that 


order inflows continued to-be 
stable at DM2S.lbn, and-the 
order backlog had risen by 52 
per cent to DMUAbn. 

However, Preussag Stahl the 
group's steel subsidiary, yes¬ 
terday announced that It was 
planning to introduce a shorter 
working week, which will last 
for three months, starting in 
January. Preussag Stahl profits 
fell 51 per cent, from DM91m In 
1991 to DM45m this year. . 


Henkel aims 
to hold payout 
as profits fall 

By Christopher Parties 
hi Frankfurt 

HENKEL, the German 
chemicals, cosmetics and 
personal products group, 
expects profits to foil this year, 
but will maintain its dividend. 

Forecasting a moderate foil 
in pre-tax and net earnings. Mr 
Hans-Dietrich Winkhaus, 
ffhafrrnan, said sales after nine 
months bad risen 11 per cent 
to about DMllbn (S7bn), due 
mainly to the effects of 
acquisitions, and profits were 
still level with 1991 rates. 

However, sales growth had 
slowed in the final quarter and 
the company expected 
turnover for the year to grow 
only 8 per cent to around 
DM14bn. 

Germany’s leading chemicals 
groups have been hit by a 
recent sharp fall in both 
volume sales and prices. The 
effects have been compounded 
by the appreciation of the 
D-Mark. 

. Henkel is likely to suffer less 
than others, .however, because 
of Lts wide interests in 
consumer products such as 
detergents and toothpaste 
which are less susceptible to 
cyclical swings. 

Even so, the company plans 
to reduce its workforce, 
increased by acquisitions, by 
2JM0 over the next two years. 
Investment next year will total 
DM730m, down from this year's 
DMBOOm. : . . . . 

Henkel’s dividends last year 
were DMlO for preference stock 
and DM7 for preference shares. 
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FMC and Harsco 

in $1.2 bn military 

vehicle merger 


By-Martin Dickson 
in New York 

• I • 

-fliC, the diversified chemicals 
group, and Harsco, the equip¬ 
ment manufacturing business, 
v plan to combine their military 
vehicle businesses in the latest 
example of a merger wave in 
die US defence industry. 

The two said the combined 
business would have estimated 
safes in 1993 of about Slibn 
and. would be owned 60 per 

cent by FMC and 40 per cent 
by Harsco. 

FMC, with interests ranging 
bom chemicals to machinery 
and equipment, will put into 
the partnership its Defence 
Systems group, which employs 
more than 6,000 people. Its 

• best-known product is the 

Bradley Fighting Vehicle, a 
tracked vehicle armed with 
automatic cannon which saw 
extensive action with US 
troops in the Gulf war. 

Harsco will put into the 
group Its BMY-Combat 


Systems division, which 
employs 2,000 people and 
makes tracked vehicles for 
artillery and combat support 
functions. 

The deal is part of a trend for 
US defence companies to 
merge their activities in a bid 
for greater efficiencies as the 
US defence budget shrinks fol¬ 
lowing the end of the Cold 
War. 

Mr Malcolm Gambill, chair¬ 
man of Harsco, said the two 
businesses were a natural St 
and would be a "powerhouse in 
tracked vehicles". The deal 
would lead to some consolida¬ 
tion. with the removal of 
unneeded higher cost capacity. 

The new company will 
include FMC's naval systems 
division and its steel products 
division, which makes military 
track. 

However, Harsco will retain 
its BMY-Wheeled Vehicles divi¬ 
sion, which makes five-ton 
army trucks and has been suf¬ 
fering a dearth of orders. 


US banks in talks over 
cheque clearing plan 


By Alan Friedman 
in New York 

THREE of the biggest 
commercial banks in the US 
are discussing the possibility of 
setting up a joint cheque pro¬ 
cessing venture. 

The move would be aimed at 
reducing back-office and other 
administrative and operational 
costs at Chemical Banking, 
Bank of America and Nations¬ 
Bank. 

There could also be broader 
cost savings since these 
banks are also large pro¬ 
cessors of cheques for other 
banks. 

Although none of the banks 
wished to comment on the 
talks, first disclosed in the 
American Banker, a trade pub¬ 
lication, executives with know¬ 
ledge of the three-way talks 
said yesterday that technology 
for a unified cheque-processing 


network might come from 
International Business 
Machines. 

Bankers said the computer 
company has also been 
involved in some of the explor¬ 
atory talks. 

The idea is to create a joint 
check clearing utility, which 
might include more than just 
the three banks already in 
talks. 

Analysts have calculated 
that were such an entity 
launched it could reduced pro¬ 
cessing costs by up to 50 per 
cent at some banks. 

Ms Diane Glossman, a bank¬ 
ing analyst at Salomon 
Brothers in New York, said: 
"This is only one of a number 
of discussions among banks 
about setting up a cheque pro¬ 
cessing utility. We believe such 
a utility could save significant 
sums of money for the partici¬ 
pants. ” 


NOTICE TO THE HOLDERS OF THE WARRANTS TO 
SUBSCRIBE FOR SHARES OF COMMON STOCK OF 

DOWA MINING CO„ LTD. 

(the “Company’’) 

Issued in conjunction with 

US. $120,000,000 4% per cent. 
Guaranteed Notes due 1994 
(the “1994 Warrants”) 
and 

U.S. $120,000,000 3% per cent. 
Guaranteed Notes due 1996 
(the “1996 Warrants’*) 

Pursuant to the Instruments dated 20th December; 
1990 and 13th February, 1992 (the "Instruments”), 
respectively, relating to the above-captioned Warrants, 
notice is hereby given with regard to an adjustment to the 
subscription prices of the 1994 Warrants and the 1996 
Warrants due to an issue by the Company of 
U.S.$100,000,000 1% per cent Guaranteed Notes due 
1996 with Warrants at the initial suJsscnption price of 
Y527 per share of common stock of the Company (the 
^Shares”) which is less than the current market price of 
Y587.50 per Share as follows: 

(1) The 1994 Warrants 

Before adjustment: Y673.S0 per Share. 

After adjustment: Y668-30 per Share. 

(2) The 1996 Warrants 

Before adjustment: Y499 per Share. 

After adjustment: Y494.50 per Share. 

Such adjustment to the subscription prices shall be 
effective as of 3rd December, 1992 (Japan time}, pursuant 
to the respective Instruments. 

DOWA MINING CO., LTD. 

The Industrial of Japan Drust Company 

as Disbursement Agent 

Dated: 3rd December, 1992. 


TOTAL 

SodeteAaooyme 
Capital Stock: FF 9,267,004430 

Head Officer TVnr TOTAL 34 Couns Michelet- PUTEAUX - FRANCE 
Registered in NinlsR 8 542 051180 

NOTICE OF SHAREHOLDERS* Muj i iNG 

(Second CaJD 

■ 

The Combined General Meeting ot TOTAL’S shareholders 
convened on first cafl on Wednesday December 2,1992 was 
unable to conoldor the proposed resolutions, faffing a quorum. 
Another meethg Is convened on second caB on: 

MONDAY, DECEMBER 14,1992 ATlfcOO Ait 
at the Company's heed office 
Tour TOTAL, 24 Count Michelet, 

92800 PUTEAUX, FRANCE. 


Hie Mated agenda ol this Combined 

General Meeting was published in the 

■ 

Financial Times of November 11,1992. 


TOTAL 


INTERNATIONAL COMPANIES AND FINANCE 


Caterpillar 
reverses 
forecast to 
‘modest’ loss 

By Laurie Morse in Chicago 

CATERPILLAR, one of North 
America's largest heavy 
equipment exporters, 
yesterday said it expected to 
take a loss in the fourth 
quarter. 

The company had earlier 
told shareholders it expected a 
modest profit in the quarter, 
excluding the gain from the 
sale of its lift truck joint 
venture and the impact of 
adopting new accounting 
standards. 

Caterpillar reversed its 
profit projection after 
recording weak sales in 

Europe and higher- 
than-expected losses from 
its Brazilian opera¬ 
tions. 

The company said it was 
now projecting a “modest" loss 
if the $50m to S85m gain from 
the track operation was 
Included, and the impact of 
the new accounting standards 
excluded. 

Mr 71100X38 Borns, securities 
analyst for County NatWest 
USA, said the projection 
translated into a loss of about 
60 cents a share from 
operations In the fourth 
quarter, or a deficit of about 
<2.20 a share for the 
year. 

The group said it would 
have to take additional 
write-offs in the quarter for 
Consolidating lt5 two Brazilian 
plants. 

Higher forecasts for losses 
from foreign exchange 
translations would also hurt 
fourth-quarter results, the 
company said. 

Caterpillar said its outlook 
for 1993 continued to depend 
on the strength of economic 
recoveries In North America 
and Europe. 

The company also said that 
some US customers might be 
deferring purchases originally 
intended for 1992 until 
1993 because they were 
waiting for details of a new 
investment tax credit 
programme 

Caterpillar shares fell $2K 
to 354 K In early trading 
following the company’s 
forecast 
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Tel Aviv urged to ride the raging bull 

Hugh Carnegy on the Israeli government’s attempt to divest itself of its bank stakes 

O N the face of it, the But the government's complex The government has never run But, so far, the Bank of Israel Rocnnafis at. they already h 

Israeli government’s involvement in the banking the bonks because a preferen- has not given its approval. It is 13 per cent of the bank throi 

long, drawn-out effort system remains fraught with tial share system left control understood one of the prob- 1DB Holding. Two of 


O N the face of it, the 
Israeli government's 
long, drawn-out effort 
to divest itself of its majority 
holdings in the country's four 
largest banks took an impor¬ 
tant step forward this week. 

The placing of the state's 42.5 
per cent state in IDB Holding, 
the rich industrial investment 
arm of Israel Discount Bank, 
on the Tel Aviv stock exchange 
(Tase) on Sunday was no less 
than 120 times oversubscribed, 
despite being the biggest issue 
the market had ever under¬ 
taken. 

If all the options involved are 
taken up, it will yield the gov¬ 
ernment more than 5350 m. 

Officials at the Tase, well 
aware that a surging bull mar¬ 
ket this year is unlikely to 
carry on indefinitely, are 
urging the government to 
speed up privatising the banks 
and the state’s big industrial 
holdings while demand 
remains strong. 

Mr Gli Leidner, managing 
director of MI Holdings, the 
government agency charged 
with selling off the state's 
stake in the banks, agreed the 
success of the IDB issue under¬ 
lined the importance of moving 
ahead quickly with other bank 
share flotations. 

The government is commit¬ 
ted to privatisation and says it 
is prepared to sell off big Indus¬ 
trial companies such as Bezeq, 
the communications monopoly. 


But the government's complex 
involvement in the banking 
system remains fraught with 
difficulties and a swift resolu¬ 
tion still seems unlikely. 

The IDB Holding issue was 
probably the most straightfor¬ 
ward in the bank sale process. 
The company had been sepa¬ 
rated from Israel Discount 
ftnnk and majority control bad 
already been sold back to the 
original owners, the Reranati 


The government has never run 
the banks because a preferen¬ 
tial share system left control 
and management in the hands 
of the original owners. How¬ 
ever. under agreements 
reached with each of the con¬ 
trolling interests, all shares 
will have equal rating value 
after the state's holdings are 
sold off. 

The government has been 
grappling with the sale for at 


But, so for. the Bank of Israel 
has not given its approval, it is 
understood one of the prob¬ 
lems Is the reluctanre of the 
US Federal Reserve to approve 
the sale of Mizrahi's US subsid¬ 
iary. This week. Mizrahi's 
board threatened to resign if 
the sale did not go through by 
the end or January. 

The Bank of Israel makes no 
secret of its unhappiness over 
the whole conduct of the bank 


The government has the additional headache of 
how to avoid the full nationalisation of the banks 
just when it is trying to privatise them 


famil y of Tel Aviv. 

It has proved much more dif¬ 
ficult for the government to 
decide what to do about Israel 
Discount Bank itself and Us 
two bigger rivals. Bank 
Hapoalim and Bank Leu mi. 

Even the disposal of a con¬ 
trolling stake in Bank Mizrahi, 
the fourth-ranking bank, has 
apparently run into difficulties 
over the winning bidder's abil¬ 
ity to jpln approval from the 
hanking authorities. 

The problem dates back to 
1983 when the government was 
forced to acquire majority 
holdings in the four banks - 
at a cost of $7bn - after an 
elaborate system run by the 
fra nk s of ramping up their own 
shares collapsed. 


least five years without manag¬ 
ing to dispose of one of the 
banks. Now a deadline is loom¬ 
ing, adding pressure on it to 
deliver. 

Under the terms of the 19S3 
share buy-out. the h anks will 
in effect, fall under direct state 
control from October 1993 
unless they have been disposed 
of by then. 

MI Holdings did reach agree¬ 
ment with Mr Gad Ze'evl, an 
Israeli businessman, in Sep¬ 
tember to sell him a 51 per cent 
share of Bank Mizrahi (previ¬ 
ously owned by the World Miz¬ 
rahi religious organisation) for 
$l85m. The balance of govern¬ 
ment-held shares in the bank 
would be sold on the Tase at a 
later date. 


sales. It originally wanted to 
break up Bank Hapoalim and 
Bank Leumi, which encompass 
a broad range of financial ser¬ 
vices from retail banking to 
fund management and insur¬ 
ance. Now it is pressing the 
government to form a 
committee, with Bank of Israel 
participation, to review the 
process. 


I t is not convinced that the 
MI Holdings strategy of 
selling a controlling stake 
by private tender, followed by 
a share flotation, is the best 
way to proceed. 

In the case of Israel Discount 
Bank, for example, this is 
likely to lead to the bank 
reverting to the control of the 


Recanatis as they already hold 
13 per cent of the bank through 
IDB Holding. Two o: the 
Recanatis are on trial on crlmi 
nal charges connected u» the 
1983 share scandal. 

Even Mr Leidner of Ml Hold¬ 
ings admits the motiv'd of ten¬ 
dering a controlling >harrhnlil- 
ing as the first step will n«t 
work for Bank Hapoalim and 
Bank Leumi. n^u-etHely con¬ 
trolled by the Histadrui trade 
unions and the Jewish Colonial 
Trust, because ot their 
size. 

Their combined assets nf 
more than ShfclWtm ton) 
are more than iwice the com¬ 
bined assets nf Israeli Discount 
Bank and Mizrahi. Given 
creaky performance la recent 
years and lingering bad debt 
problems, the Bank of Israel 
reckons finding a group «»f 
investors able and wilbng to 
buy even a 10 p»*r cent share 

would prove difficult. 

Mr Leidner is planning a test 
flotation on the Ta. ff e of a 10 
per cent share in both Bank 
Hapoalim and Bank l eumi 
within three months. 

But it is becoming clear is 
that it is highly unlikely the 
process will be completed by 
the deadline nf next October. 
This leaves the government 
with an additional headache of 
how to avoid the full national¬ 
isation of the banks just when 
it :s tryimr tu privatise 
them. 


Acquisitions boost Bombardier 


By Robert Gibbons 
Hi Montreal 

BOMBARDIER, the Canadian 
aerospace and transit equip¬ 
ment group building shuttle 
wagons for the Channel tunnel 
between England and France, 
reported sharply higher reve¬ 
nues and earnings for the third 
quarter and at nine months, 
partly due to consolidation of 
two recent-acquisitions. 

All segments of the business 
contributed higher sales and 
operating profit, except transit 
equipment which was affected 
by problems with the C$650m 
(USSSOSm) tunnel contract. 

The results now include De 
HavtHand Canada, the com¬ 


muter aircraft builder, and 
UTDC, an Ontario producer of 
mass transit equipment. 

Third-quarter profit was 
C$2&3m, or 18 cents a share, 
against C$2L5in. or IS cents, a 
year earlier on revenues of 
C$1.13bn, up from C$734m. 

Nine-month profit was 
C$90.7m, or 58 cents, against 
C$70-9m, or 49 cents, on sales 
of C13.04bn, compared with 
C$2.08bn. 

Bombardier, which includes 
Canadair, Short Brothers of 
Belfast and Learjet of the US in 
Its aerospace group, where the 
total order backlog is nearly 
C$5bn. Its Eurorail group in 
France and Belgium is han¬ 
dling the tunnel shuttle order. 


Mr Laurent Beaudoin, chair¬ 
man. said the transit equip¬ 
ment group was testing proto¬ 
type shuttle wagons and 
deliveries should start in the 
first quarter of 1993. 

“Because of design changes 
and other customer require¬ 
ments, there has been a sub¬ 
stantial increase in workload 
and costs,” he said. 

The contract with Trans- 
manche Link, the Franco-Brit- 
ish group carrying out the tun¬ 
nel project, “is of a fixed-price 
nature," said Mr Beaudoin. 
“But it does provide a mecha¬ 
nism for remunerating Bom¬ 
bardier for additional work and 
for dealing with resulting 
schedule changes." 


Brazilian chocolate maker 
tumbles to Cr40bn deficit 


By Bill Hlnchberger 
In Sao Paulo 

LACTA, the market leader in 
Brazilian chocolates, suffered a 
loss of Cr40.4bn (S5.6m) Tor the 
first nine months of 1992. In 
1991. the company earned 
SlJm for the entire year. 

The Brazilian chocolate mar¬ 
ket has fallen by 15 per cent 
this year, but Lacta said it 
managed to hold the compa¬ 
ny's decline to 12 per cent. 

Lacta is one of Brazil's big 
three chocolate makers. It 
enjoyed a 43 per cent market 
share for January-July, com¬ 
pared with 28 per cent for Nes¬ 
tle. the subsidiary of the Swiss 


multinational, and 24.6 per 
cent for Garuto. a Brazilian 
competitor. 

A dispute has been simmer¬ 
ing between the controlling 
group, hi-udcd by Brazilian 
businessman Mr Adhcra-ir de 
Barros Filhu. and minority 
partner Jacobs Sue hard, the 
Swiss company owned by 
Philip Morris. Jacobs Suchard 
held 40 per cent of voting capi¬ 
tal before it was purcha^.-d by 
Philip Morris. Earlier this year, 
a planned stock issue was held 
up by a judicial restraining 
order sought by Jacobs Such¬ 
ard. Lacta is now authorised to 
make the issue, but no date 
has been set. 



EUROPEAN COAL AND 
STEEL COMMUNITY 
GBP 52.700.000 
FLOATING RATE NOTES 
DUE 1997 

For the period November 
30,1992 

to May 28,1993 the new 
rate has been fixed 
at 6,575% P.A. 

Next payment date: 
May 28,1993 
Coupon nn 2 
Amount: GBP 32,24 
for the denomination of 
GBP 1000 

GBP 322,45 
for the denomination of 
GBP 10 000 

THE PRINCIPAL PAYING 
AGENT 



GROUP 

15, Avenue Emile Reuter 
XEMBOU 
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An induvtrinl Group has acquired I00”o 
of die equity of 

Laboratories Radio, SJX. 

Spain 

from 

AB Electrolux 

Fiiundng arrangird jnd provided by 

Midl.ind BanL Pic 
SuKVtisal cu t&pjna 


CCA Holdings S.A. 

Belgium 

Hji j^quiri'd nl 

Continuous Coil Anodizing N.V. 

Senior JLnil SuburJuuied debt unanunc 
.Arranged by 

Samuel Monu^u Sc Co. Limirud 


Samuel Montagu tic Co. Limited 


January 1992 



September 



Samuel Montagu 


Floating Rale Notes due 1994 

In accordance with the provisions of ibe 
Notes, notice is hereby given that the 
Race of fnieresf for uie three month 
period ending 26th February. 1993 has 
been fixed at 7.5% per annum. The 
hnerest accruing Tor such three month 
period will be £180.82 per UOJOQO Bearer 
Note, and £1*808.22 per £100,000 Beaver 
Note, on 26th Febniary. 1943, against 
presentation of Coupon No. 16. 

Union Bank of Switzerland 

London Bench Agent Bank W 

30th November, 1992 


UK 
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Acquisition Fjciliry 
To fnunte the purchase of 

The Briggs Oil Business 

& 

50% of Eastham Refinery 

from 

Tarmac pic 

ArTjnpkl by 

Samuel Montagu & Cn. Limited 
Skjndinavi'ikj Enskilda Bjnken 
Capital Marker* 

August 19V2 J 


In addition, our European Tram li.v> completed 
transactions in the following countries: 

Germany 

Netherlands 

France 

Italy 

Finland 


Domestic or Cross-Border 
Senior or Mezzanine 
We’re your partner in Europe 


During 1992 our dedicated European team has 
continued to arrange and structure debt finance 
for a wide range of European businesses. 

Our understanding of the way business is done 
id Europe combined with our extensive local office 
network ensures we provide the right solution for 
your business needs. 

Whatever your financing requirements, calk to 
a bank with a truly European outlook. 


To discuss your porenri.il financing needs 
Europe contact Patrick De Nfuvnck 
(44) 71 2609421. 



Samuel Montagu 
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Nomura to shed 1,400 jobs 

as part of cost-cutting plan 


By Robert Thomson in Tokyo 

NOMURA Securities, Japan's 
largest broker, will shed 1,400 
staff - 10 per cent of its work¬ 
force - over the nest three 
years and close at least half of 
the IS broking "boutiques" 
opened in Japanese depart¬ 
ment stores and shopping 
malls. 

The broker has broadened a 
cost-cutting programme 
intended to Increase profitabil¬ 
ity after a net loss of YS.49bn 
($6&3m) during the first half; 
when stock brokerage commis¬ 
sions fell by 39.6 per cent and 
the value of stocks underwrit¬ 
ten was 77.4 per lower. 

A continuing fall in retail 
investment has prompted 
Nomura to close or plan to 
close nine of its 13 “boutiques", 
which were opened to make 


investment more convenient 
for shoppers. The future of the 
remaining nine sub-branches is 
apparently under review. 

These boutiques, opened dur¬ 
ing the late 1980s, are also on 
the cost-cutting list of other 
leading brokers. Yamaichi 
Securities, which had a net 
loss of Y15.8bn for the first 
half, has closed all 10 of the 
sub-branches established since 
the Finance Ministry approved 
the concept in 1985. 

Nomura also plans to cut 
computer system spending by 
20 per cent over the next three 
years, and has asked staff to 
reduce general expenses, 
including entertainment and 
transport costs, by 20 per cent 
In this hall General expenses 
were supposed to be 5 per cent 
lower during the first half. 

The reduction of 1,400 iobs 


will be done by cutting the 
annual intake of graduates and 
by not replacing general staff 
who retire or resign. Nomura 
said yesterday that none of its 
employees in Japan would be 
sacked. 

Cutting staff and computer 
expenses is in stark contrast to 
the industry trend of the late 
1980s, when companies 
i n stalled computer networks 
able to handle a share trading 
volume far in excess of their 
needs in the 1990s. Daily share 
turnover on the Tokyo 
exchange last month was 
about a fifth of the 1988 level 

Nomura has already 
announced a lowering of its 
international profile. 

The broker recently cat 35 
staff from its London 
operations and closed three 
continental European offices. 


Flotation of Chinese property 
group subscribed 230 times 


By Simon Davies 
In Hong Kong 

HONG Kong's enthusiasm for 
Chinese flotations has not 
seemingly been effected by this 
week's share price plunge. The 
public offer of shares in Guang¬ 
zhou Investments, a mainland- 
owned property company, was 
provisionally subscribed 
around 230 times when the 
offer closed yesterday. 

The colony's Hang Seng 
Index has shed S75 points, or 
9.6 per cent, in just three days 
of trading, yet small investors 
showed sufficient confidence in 
corporate China to put forward 
In the region of HK$100bn 
(US$12.9bn) for a $HK446m 
issue. 

Guangzhou Investment is 
wholly-owned by the Guang¬ 
zhou (Canton) Municipal Gov¬ 
ernment and is involved in 
sizeable property developments 
in both Hong Kong and China. 

Armed with immaculate con¬ 
nections across the border, 
investors are assuming the 
company will be able to cash in 
on booming property prices in 



U Ka-shing: holding group to 
take a 7.5 per cent stake 

southern China, while remain¬ 
ing sufficiently insulated from 
the current political uncer¬ 
tainty in Hong Kong. 

The most recent mainland 
new issue in Hong Kong, China 
Travel Service, was 411 times 
subscribed in early November. 
Despite the subsequent stock 
market performance, it closed 
yesterday at a 127.5 per cent 


premium to its issue price, pro¬ 
viding some justification for 
the response to Guangzhou 
Investment 

The property company is 
offering 425m shares at $1.05 
and has the backing of Mr Li 
Ka-shing's Cheung Kong Hold¬ 
ings, which is taking a 7.5 per 
cent stake, thereby building up 
contacts with a potentially use¬ 
ful source of property projects. 

The offer period for another 
major Hong Kong flotation 
opens today but analysts are 
less confident over the out¬ 
come. National Mutual Asia is 
the largest public offer since 
June 1990, but despite the 
uncertain market climate the 
underwriters decided to go 
ahead with the issue. 

In May 1989, the colony’s 
largest rights issue by Hope- 
well Holdings was withdrawn 
as stock market confidence 
shattered in the midst of the 
student demonstrations In Bei¬ 
jing. Merchant bankers had 
considered it possible the 
National Mutual flotation 
would receive a similar 
response. 


Astra slides 

as stake sale 
speculation 

intensifies 

By William Keeling In Jakarta 

ASTRA International, 
Indonesia's troubled antoxno- 
five company, reported net 
profits of Rp59.2bn ($28.6m) 
for the nine months to Decem¬ 
ber, a 69 per cent fall on year- 
earlier figures. 

The results coincided with 
renewed speculation that the 
Soeryadjaya family, Astra's 
majority owners, are prepar¬ 
ing to sell a substantial stake. 

Net of extraordinary items, 
Astra made Rpl6.6bn in the 
third quarter, an improvement 
on the Rp5.2bn loss in the sec¬ 
ond quarter but slightly below 
brokers’ forecasts. Brokers 
said net profits for the year 
were unlikely to break 
RpSObn, against Rp2L0bn in 
1991. 

The Soeryadjayas own 57 per 
cent of Astra but are under 
pressure to sefi shares to raise 
finance for their privately- 
owned Bank Summa. Bank 
Summa was suspended in mid- 
November with bad debts 
exceeding Rpl.OOObn. 

Brokers say Mr Prajogo Pan- 
gestu, a prominent Indonesian 
businessman and a close asso¬ 
ciate of the family of President 
Suharto, has emerged as a 
potential purchaser for a large 
portion of the Soeryadjayas’ 
Astra holding. 

Bank Snmma's problems 
have prompted public concern 
over the wider health of the 
banking sector, resulting In a 
run on two banks. 

Bank Subentra and Bank 
Surya have reported large 
withdrawals following specu¬ 
lation they had fallen Into 
arrears with the central bank. 
This has been denied by the 
central bank, which has 
declared them to be in sound 
financial health. Mr Sudwik- 
hatmono. a shareholder In 
both banks and a relative of 
President Suharto, has called 
for rumour-mongers to be 
charged with subversion. 

• Mr Eka Widjqja will step 
down as president commis¬ 
sioner of Bank International 
Indonesia, Indonesia's third 
largest private bank and a i 
listed company. I 


Hungary spices up investor appeal 

Nicholas Denton e xamin es a mould-breaking government bond 


F OREIGN investors In the Hungar¬ 
ian stock mar ket, until now limited 

to slow-performing equities, have 
won direct access to the far more vibrant 
market in government bonds. 

The breakthrough comes with 
Hungary's Invitation to foreigners, along 
with domestic investors, to subscribe to a 
mould-breaking five-year state bond. 

The “paprika bond," nicknamed after 
the peppers which spice Hungarian food, 
is the first long-term government security 
in post-communist central and eastern 
Europe to offer a truly fixed coupon. 

Kulturvest, a subsidiary of Banque 
Indosuez Hungary is marketing a FtTbn 
($84m) issue. 

The bond, priced at 99.5 per cent, bears a 
coupon of 16 per cent with both interest 
and redemption convertible Into dollars at. 
the prevailing exchange rate. 

A separate B tranche is to be marketed 
internationally. 

Hie government claims that the issue 
yield of 162 per cent should compensate 
outside Investors for currency risks, which 
this year has amounted to little over 5 per 
cent. 

The move to widen investor appeal 
opens up an important new route into 
Hungarian government paper ter foreign 
investors, who could to date only 
participate through interm ediari es. 

The paprika bond provides an 
alternative to the investment funds 
focusing on government securities set up 
by CA Securities, the Hungarian 
investment banking arm of Austria's 
Creditanstalt, and four other institutions. 

The tends have limited use since they 
are permitted to sell up to 20 per cent only 
to foreigners, although some have 


effectively worked around the rule. 

The latest issue is potentially much 
more attractive to investors than the 
three-year bond which launched the 
government bond market last October but 
was closed to foreign subscribers. 

However, brokers tend to agree that no 
rush of money is likely to result from the 
five-year bond issue, symbolically 
Important as it is. 

First of all the Finance Ministry is 
beginning with a small transaction to “test 
the market.” Moreover, Mr Peter Zelnik, 
manager of Europartners, the Finance 
Ministry’s adviser on the transaction, 
admits that western interest for the 
five-year bond is relatively low. 

“Investors are simply not aware the 
opportunities and the risks attached to the 
Hungarian forint," he says. 

Western brokers argue rather that the 
yield of just over 16 per cent is simply too 
low for a path-finding issue, some saying 
that it would need to be closer to 20 per 
cent to be attractive internationally. 

T he five-year bond's significance is 
more that it sets a standard for 
follow-up issues. “We are speaking 
about a new market, not just a new issue: 
now the forint market is opening to 
foreign investors," says Mr Zeiniit- 
Treasury bills and the three-year state 
bond have recently accounted for more 
than 90 per cent of turnover on the 
Budapest stock exchange and have 
dwarfed equities’ trading. 

The government needs to broaden 
Further the debt market to to finance a 
growing budget deficit 
The Finance Ministry calculates on a 
shortfall in central government finances 


next year of Ftl85bn and a total 
public-sector deficit equivalent to about 6 

per cent of GDP. 

Reforms of public finances limit the 
amount that the state can borrow at 
preferential Interest rates from the 
National Bank of Hungary, the central 
bank, and pressure is increasing ter 
further securitisation of the existing state 
debt of FtUJOObn. 

The government is moreover eager to 
diversify state borrowing which currently 
leans dangerously on commercial bank 
purchases of Treasuries and central bank 
borrowing on international bond markets. 

The authorities Teel the timing is right 
for the move because Hungary's economy 
seems to have stabilised. 

Inflation, interest and currency 
depreciation rates have fallen sharply - 
and have brought investors' economic 
expectations closer into line with the 
government's optimism. 

However, not everyone is convinced that 
a wider bond market is an unadulterated 
benefit for the stock market as a whole. 

“It works for the debt market but 
against the equity market," says Mr 
Zsigmond Jarai, . the Budapest 
representative of James Capel, the UK 
brokerage. 

“ft depends on what you call a stock 
market. The real sign of building 
capitalism is equity rather than debt" he 
added. 

However, other brokers hope that deep 
markets in government debt will establish 
a true yield curve and bond benchmarks 
by which other issues can be priced. 

“It is helpful for the stock market as a 
whole," says Mr Andras Simor, managing 
director of CA Securities. 


WMC to cut nickel production 


By Bruce Jacqu e s in Sydney 

WESTERN Mining Corporation 
(WMC), the Australian metals 
producer, has confirmed pro¬ 
duction cuts at its Western 
Australian nickel operations in 
response to low world nickel 
prices. 

The company has also 
announced that its Chibouga- 
mau gold/copper mine in Can¬ 
ada will be put up for sale. 
WMC directors said yesterday 
the company's nickel division 
was operating at a loss at cur¬ 
rent nickel prices. 

Directors did not spell out 
the exact extent of nickel pro¬ 
duction cuts likely for the cur¬ 
rent tell year, but they said 


operational changes would be 
made at both the Kambalda 
and Leinster complexes. 

“The nickel division will con¬ 
tinue with its previously-an¬ 
nounced long-term expansion 
and cost-reduction strategy 
with the objective of lowering 
total costs below $2.50 per 
pound," they said. 

“Every endeavour is being 
made to urgently reduce cur¬ 
rent spending and enhance 
WMC's competitive position. 
The nickel division operations 
will remain under review hav¬ 
ing regard to the continuing 
necessity to reduce costs and 
the fluctuations in the nickel 
price.” 

The Chibougamau oper¬ 


ations were marginally eco¬ 
nomic and could not be sus¬ 
tained at current metal prices. 
If a sale could not be com¬ 
pleted by January 31 1993, .the 
operations would be closed and 
site reclamation commenced, 
the company said. 

• The Australian Mining 
Industry Council (AMIC) has 
released figures indicating that 
net profits of Australian min¬ 
ing companies fell 27 per cent 
in the 1991-92 year to A$lB7bn 
(US$12bn). 

It was the industry's second 
consecutive year of sig nificant 
decline, with earnings peaking 
at $A423bn in 1990. It was also 
the industry's lowest level of 
profits since 1987. 


GE Capital in 
deal with UMW 

UMW Group of Malaysia has 
entered into a deal with Gen¬ 
eral Electric Capital Asia 
Investments to set up a finan¬ 
cial services joint-venture in 
Malaysia, Reuter reports from 
Kuala Lumpur. Under the deal 
GE Capital part of the General 
Electric group of the US, will 
take a 49 per cent equity stake 
in UMWs Sea banc Factors, 
which will operate as a joint- 
venture holding company.. 

• Perusahaan Otomobil 
National (Proton), the manu¬ 
facturer of Malaysia's national 
car. reported a 36 per cent, fall 
in pre-tax profit for the six 
months to September. Sales 
dipped 12 per cent to M$908m 
(US$3632m). 
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These securities having been sold, 
this announcement appears as a 
matter of record only. 


International 
Finance Inc. 


Wilmington, State of Delaware, United States of America 

DM 1,500,000,000 
7 V*°/o Bonds due 1997 

unconditionally and irrevocably guaranteed by 
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Kreditanstalt 
furVtiederaufbau 

Frankfurt am Main, Federal Republic of Germany 
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DEUTSCHE BANK 

AKTIENGESELLSCHAFT 


COMMERZBANK 

AKTIENGESELLSCHAFT 

J.P. MORGAN GMBH 


AKTIENGESELLSCHAFT 


SALOMON BROTHERS AG 


BANK BRUSSEL LAMBERT N.V. 


DAIWA EUROPE 
(DEUTSCHLAND) GMBH 


BAYER1SCHE VERE1NSBANK 

AKTIENGESELLSCHAFT 

GOLDMAN, SACHS & CO. OHG 


DRESDNER BANK 

AKTIENGESELLSCHAFT 

SCHWEIZERISCHER BANKVEREJN 
(DEUTSCHLAND) AG 


CAISSE DES DEPOTS 
ET CONSIGNATIONS GMBH 

MORGAN STANLEY GMBH 


REPUBLIC OF LEBANON 
REHABILITATION OF THE POWER SECTOR 
PRE QUALIFICATION OF CONTRACTORS 


For the rehabilitation of power, transmission and distribution facilities, 
throughout Lebanon, the Republic of Lebanon has received a joint US$110 million 
loan from the Arab Fund for Economic and Social Development and the Kuwait 
Fund for Arab Economic Development, US$ 30 million equivalent from the Italian 
Government, and has applied for a US$ 175 million from the International Bank for 
Reconstruction and Development (IBRD), part of which will be applied towards the 
costs of rehabilitation. Negotiations are underway with other donors to secure 
additional funding. 

It is intended that the proceeds of the above loans will be applied to 
payments to prequalified contractors under contracts to be awarded for the 
following work packages: 

* overhaul, repair and retrofitting of boilers, steam turbines-and auxiliaries 
of the power stations of Zouk (3 x 140 MW and 1 x 170 MW), and Tieh 
(2 x 60 MW and 3 x 69 MW); 


• overhaul repair and retrofitting, of six gas turbines at Zouk (4 x SO 
and 2x20 MW): 


MW 




SCHWEEER1SCHE BANKGESELLSCHAFT 
(DEUTSCHLAND} AG 


WESTDEUTSCHE LANDESBANK 
GIROZENTRALE 
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Mortgage Funding Corporation No.5 PLC 

(Incorporated in England and Vales with limited 
liability under registered number 2079671) 

Class A Maiti-Class Mortgage Backed Floating 
Rate Notes due November, 2035 

Class A-l £110,000,000 Class A-3 £17,500,000 

Class A*2 £ 80,000,000 Mezzanine Notes £18,500,000 

For the interest period 30th November, 1992 to 26th February, 1993 
the Class A-1 Notes will bear interest at 7-8123% per annum. Interest 
payable on 26th February, 1993 will amount coll. 506.85 per £80.000 
Note. The Gass A-2 Notes will bear interest at 7.9875% per annum. 
Interest payable on 26th February, 1993 will amount to£1,925.75 per 
£100,000 Now. The Class A-3 Notes will bear interest at 8-1375% per 
annum. Interest payable on 26th February, 1993 will amount to 
£1,961.92 per £100,000 Note. The Mesaninc Notes will bear inruresc 
at 8.5375% per annum. Interest payable on 26th February. 1993 mil 
amount to £2,058.36 per £100,000 Note. 


BankersTruse 
Company. London 


Agent Bank 


CREDIT LOCAL DE 
FRANCE - CAECL S.A. 

U-S.$2,000.000 000 
Euro-Medium Term Notes 
SERIES NO. 12 
FFC725.000.000 Inverse 
floating rate notes 1996 
TRANCHE NO.l 

iVorice is hereby giivn that for 
the interest period i December 

1992 to I March 1993 the notes 
will bear interest at 0 tXflJS^. 
per annum 

Interest payable on i Man h 

1993 will amount to tit* 
per FF500.0Q0 denomination 

Agent: Morgan Guaranty 
Trust Company 


MANU FACTURERS HANOVER 
TRUST COMPANY 
GBP75.D00.M0 

FLOATING RATE SUBORDINATED 
CAPITAL NOTES DUE 1994 

In .iri-niUuKfi with III* pPJTOirm* or the 
Nous, runic* is hereby given that the 
Rotr of l<iirrp*i for Lh^ Iniemt Period 
jil Niryemh^r l«W in 2fi February HHty 
has bivn fixed at 7V* per cent per 
annum. 

The Coupon Amounts will be £91.07 
fur thi? Sh.ltfXJ ilcnomiruitioii and 5410.74 
fur ihn S5A.H00 dtiuKiunaucjn and will 
b»- payable nr £fi Fubnuiy IfWfl against 

41 invnder of Coupon No. 31 

CHSmCAlBANK 

tent Bank 


JPMorgan 


• reconstruction, repair and retrofitting of 66kv/33kv/l lkv substations 

(about 30); ■ 

* * • » ■“ 

• reconstruction of 150'kV and 66 kV overhead lines arid'underground 

cables; . y " . 

- . . - 
• p ^ 

• reconstruction, repair and’retrofitting of distribution networks (33 kV 

llkV and 0.4 kV lines substations) and consumer connections. - ’ 

■ ^ 

The works will be executed under the supervision of.consultants appointed- 

by Electricite du Liban/CDR under donors guidelines. 

• • , ■ * 

Due to the critical and urgent nature of the work ■ packages the times 
allowed for bid preparation and,, later, implementation at the. works will be kept to 7 
a minimum. Therefore only contractors who. are capable of working under tight r " 
schedules and controls need apply .for. prequalification and -such' ability will be 
expected to be demonstrated during the prequaiification exercise: Reasons for not ' 
prequalifying any firm or consortia need .not be given and no costs associated'in 
prequalifying will be reimbursed. Invitations for bidding will ;oniy be sent' to firms - 
or consortia which, are prequalified. \ 

Hie Council for Development andrK^nstroction(OD1Q invites coiiteactins ^<11 
forum or consortia interested-in bidding for all of the, packages to obtain ■ * 
prequalification documents from the. CDR, -Beirut - Lebanon that will be available tnr 
December 3, 1992. Deadlines for submission of pteqiiallRbidoii • bids ’with- 
supporting material at . the CDR offices in-' Beirut. Lebanon is "l2fl0 I« nn V " 
December 21 1992. •• ■ v- . --v.v' , . . : : on ' 
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. 0K 4JOVERNMENT bonds fell 
a-'quarter-point after the Bank 
ofgngtend's disappointing auc- 
. ^yrr nf government bonds, 

. \t$# Bank offered £2L5bn of a 
npdy^ereated stock, the 8 per 
'cent^t due 2003. which is 
■eijieetBd to take over as the 
jj^.jffyear benchmark gilt 
.-‘TjbwBver, demand for the 
stbck was poor the Bank 
r eported a cover ratio (the 

GOVERNMENT 

BOHDS 

a ■ '■ _ 

ratio of bids to the amount on 
offer) of only 1.28 times, and 
* the suction was dominated by 
domestic players as foreign 
Investors continued to shy 
am? from the gilt market. 

' The lowest accepted price 
was 96H. to yield 8.48 per cent, 
whUe the highest accepted 
price was 96ft yielding 8.46 per 
cent The spread of bids was 
relatively narrow, as dealers 
pointed out that it was not dif¬ 
ficult to price the new gilt 
“The bids were very tightly 
grouped around the market 
level”, said Mr John Shepperd, 
economist at S. G. Warburg 
Securities. 

The auction was the first 
since sterling left the European 
exchange rate mechanism in 
September. Foreign investors 


tumble following disappointing auction 


FT FIXED INTEREST INDICES 


BENCHMARK GOVERNMENT BONDS 


DecZ feel Mav 30 Nov 27 Nov 2G 
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have been reluctant to invest 
in gilts since then because of 
the greater exchange rate risk, 
and were largely absent from 
yesterday's auction. Both 
domestic and foreign investors 
have become concerned about 
the heavy funding pressures on 
the market and the possibility 
of rising inflation. 

Dealers said that quite a lot 
of the auction stock ended up 
with marketmakers, and 
warned that this could over¬ 
hang the market for a while. 

■ GERMAN government bonds 
ended weaker as the Bundes¬ 
bank emphasised its commit¬ 
ment to low inflation, wiping 
out any hopes of lower German 
interest rates. 

In addition, the new issue of 
bonds fTOm Treuhand, the pri¬ 
vatisation agency, had a poor 
reception which further 
depressed the bund market 

The Liffe bund futures con¬ 
tract fell from its opening 91.03 
to a low of 90.71 on around 


45,000 contracts. 

The fall in bund prices fol¬ 
lowed comments from Mr Hel¬ 
mut Schlesinger, the Bundes¬ 
bank president, that Germany 
should not give up its tight 
monetary policies to fall in 
with the wishes of other Euro¬ 
pean countries. 

The Treuhand agency yester¬ 
day allocated DM 4.05bn of its 
new ten-year 7% per cent 
bonds in a tender. The mini¬ 
mum accepted price was 99.51, 
and the average was 99.54, for 
a yield of 7.44 per cent. 

■ JAPANESE government 
bonds closed higher on expec¬ 
tations of a cut in interest 
rates. The benchmark No 145 
opened with a yield of 4J505 per 
cent and climbed steadily all 
day, to close at 4£8 per cent. 

The rate on three-month cer¬ 
tificates of deposit fell from 3.8 
per cent to 3.75 per cent, 
encouraging hopes that the 
Bank of Japan may cut the 
Official Discount Rate this 



Coupon 

fled 

nm 

Price 

Chwipt 

YMd 

Wash 

O0O 

Month 

ago 

AUSTRALIA 

10.000 

10/02 

106 6333 

-1301 

as? 

>79 

80S 

BELGIUM 

8.750 

0&/02 

104 3700 

4.070 

607 

603 

6.16 

CANADA ~ 

5500 

04402 

J 02 5500 

tosao 

BID 

7 97 

709 

DENMARK 

6.000 

11/00 

93 75CO 

4)600 

00< 

8 97 

890 

FRANCE QTaM 

6500 

0M7 

101 0363 

m 

a is 

817 

B 11 

OAT 

0.500 

11/02 

101 3260 

-0540 

630 

&22 

E17 

GERMANY 

6000 

07/02 

IK? 6200 

-0420 

7.45 

7 33 

739 

ITALY 

12.000 

05/02 


4JM 

13 78T 

1149 

13.60 

JAPAN Mo 119 

4600 

OG/ro 

101 64M 

+ 0.154 

4.46 

4 49 

4 61 

Ho 145 

£.500 

03flK 

105 9651 

+ 0506 

459 

460 

469 

NETHERLANDS 

&250 

06/02 

1D4 660Q 

4L210 . 

754 

7.43 

7 57 

SPAIN 

10*300 

06/02 

86.3750 

41575 

1ZB2 

12.59 

12 TO 

UK GILTS 

10.000 


708-13 

+ 2/32 

7 5T 

723 

7 19 


0.750 

08502 

107-26 

-7/32 

855 

834 

6 37 


94)00 

10/08 

107-02 

-KV3? 

887 

B 73 

6 73 

US TREASURY* 

S37S 

asms 

96-04 

-5/3? 

5.93 

583 

643 

7525 

11/22 

100-30 

+ 302 

7.54 

?53 

763 

ECU (French Govt) 

8500 

03102 

97"4550^ 

-O505 

8.91 

a&« 

88? 

London dosing, ’denote* Hew York morning *w«on Ytefcto* Local martuM standard 

f Gross annual VMS (Inehfdtftg wttfiftoKSJng tax H 125 par coni payable by norvresi- 

dents.] 

Pricer US. UK In 32nds. others In decimal 
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month. Dealers said the pas* 
sage of the supplementary bud¬ 
get in Japan's lower house 
added to the bullish mood. 

■ US TREASURY prices were 
mixed across the range yester¬ 
day as dealers and investors 
traded cautiously ahead of 
today's important November 
employment report. By mid¬ 
day, the benchmark 30-year 
government bond was up A at 
100ft yielding 7.548 per cent 
Prices were slightly weaker 
at the short end of the market, 
however, with the two-year 
note down A at 99ft, to carry a 
yield of 4.841 per cent. 


Ail eyes were focused on the 
jobs data due out this morning. 
Recent statistics have painted 
a picture of a gradual recover)', 
but the employment report 
should give the best indication 
yet of of economic conditions. 

Nervousness ahead of the Cg- 
ores partially explained wby 
there was little reaction to 
news that US home sales 
plunged 10.3 per cent in Octo¬ 
ber. But the chief reason for 
the market's indifference was 
the unreliability of home sales 
data, and the fact that the big 
drop in October sales was off¬ 
set by a large upward revision 
in the September number. 
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Allure of dollar and 
D-Mark underlined 


NEW INTERNATIONAL BOND ISSUES 


By Brian Bollen 

ATTENTION fell on the 
performance of the UK govern¬ 
ment's $3bn Eurobond yester¬ 
day. The 10-year issue contin¬ 
ued to trade at its launch 

INTERNATIONAL 

BONDS 

spread of 22 basis points over 
US Treasuries, proving, said 
traders, that the borrower had 
got the pricing right. 

The day's new issues helped 
to underline the attractions of 
the US dollar and the D-Mark 
at a time of currency uncer¬ 
tainty. Defying the sceptics 


who believe the market has 
had Its fill of such instruments, 
Kidder Peabody said its SlOOm 
10-year collared floater for 
GECC enjoyed good sales in 
continental Europe, especially 
in Switzerland. 

Kidder Peabody's $200m five- 
year floating rate note for 
National Finantiera, the Mexi¬ 
can government agency, uses a 
guaranteed pass-though struc¬ 
ture. It is guaranteed by 
Nafinsa and has the additional 
security of loans from Nafinsa 
to 18 other Mexican banks. 
Nafinsa will use the repay¬ 
ments of these loans to retire 
the debt, giving it a short, 2K- 
year, average life. 

The yield to average life is 


Borrower 

US DOLLARS 

Nadonai Financiered* 

GECC<a£ 

Sanwa Australln Rnanceib^ 

Amount m. 

200 

100 

50 

Coupon % 

(0 

M 

M 

rnev 

90.76 

99 

100 

Maturity 

1097 

2003 

2002 

Fwi Book runnor 

i/ij% Kidder. Peabody inL 

50/25bp Kidder, Pe^ody InL 

3Q/150P Sanwm international 

YEN 

Jets lmematlonfti(c)fww 

5.4bn 

fe> 

1003 

1998 

Mitaubtem Finance InL 

D-MARKS 

SBAB 

100 

74 

1015 

1997 

Lehman Baruchaus 

QECCfrS) 

50 

7.37fl 

101.7 

1999 

2U/1 95% Swiss Bk.Cp.(Deutsch ) 

Suglmoto Electric Co./etf*-* 

10 

(O) 

100 

1997 

Oaiwa Bank 

GUILDERS 

Bk.for Dutch Municipal Idea 

ibn 

zero 

42538 

2005 

42t 2 /2Sij Rabobank Noderlond 


Pinal terms and non-cal table unions stated. **Prlwate placement. 4Wltn equity warrant*. fRoetlng rale note, a) Coupon 
pays 2Sbp below Srnonth Libor. Minimum coupon 5%. maximum 8' 2 %. t) Coupon pays 60bp above S-month Libor for llrst 
three years and BljS fixed thereafter. Callable on December 1995 payment dele at par. C| Coupon pays 50bp above 
3-month Libor. Changeable Into fixed rate paper at request ol Investors on any coupon payment dale, d) Issue launched on 
Monday has been Increased to DM300m. e) Coupon pays 40bp above 6-month Libor, fi Coupon pays 2fi0bp over 3 -month 
Libor. Sinking fund: maximum average life yean Is 2h- 


280 basis points over Libor. 

Confirming the demand for 
D-Marks, Lehman Brothers 
said the DMIOOm five-year 
issue It launched for SBAB, the 
Swedish National Mortgage 
Housing Association, was 
driven by a lead institutional 


order. It was Issued under the 
borrower's existing medium- 
term note programme and tar- 
getted at German institutions. 

Swiss Bazik Corporation in 
Ge rmany increased another 
GECC issue after strong 
demand, raising to DM300m 


from DM250tn the seven-year 
bonds launched a day earlier. 

Rabobank Nederland 
brought the Bank for Dutch 
Municipalities to market with 
a FIs ibn 12-year issue target- 
ted at retail investors and 
small portfolio managers. 


SIB issues 
guidance on 
derivative 
instruments 

By Tracy Corrigan 

The Securities and 
Investments Board yesterday- 
published two guidance papers 
on trading derivative instru¬ 
ments on exchanges, designed 
to clarify how the UK's Finan¬ 
cial Services Act should be 
applied to derivatives. 

The first paper deals with 
incentive schemes Initiated by 
exchanges in order to encour¬ 
age trading activity, while the 
second paper provides guid¬ 
ance on what constitutes a 
proper trade and a proper mar 
ket. 

Both reviews were sparked 
in part by last year's scandal 
on the London Futures and 
Options Exchange (FOX), 
which involved the rigging of 
its now defunct property 
futures contract. 

Mr Barry Gittlns. who is in 
charge of derivatives and secu¬ 
rities regulation at the SIB, 
said the papers were designed 
to make it simpler to apply the 
Act to derivatives. The FSA’s 
rules on acceptable practice 
are focused on securities, 
and do not give specific 
rules on how to deal with 
derivatives. 

Mr Gittlns added that a 
review of over-the-counter 
derivatives trading, an 
even more complex area, 
may be undertaken in the 
future. 

Mr Michael Jenkins, who 
took over as chairman of FOX 
tn the wake of the property 
futures traderigging scandal, 
welcomed the guidance papers, 
which he described as “over¬ 
due”. Be said that it was 
“right for regulators to issue 
guidance on the interpretation 
(of the FSA) so that exchanges 
can issue rules accordingly”. 

Comments on the draft guid¬ 
ance on proper trades and 
proper markets are invited by 
the SIB. 

■Jfcamtfoe Schemes in Relation 
to On-Exchange Derivatives, £2. 
Draft Guidance on Proper 
trades and Proper Markets in 
Relation to On-Exchange Deriv¬ 
atives, EL Available firm the 
Securities and Investments 
Board, Gavrelle House, 2-14 
Bunhill Row, London EC4Y 
SRA 




EC conflict over 
proposals for deposit 
protection scheme 


By Robert Peston, 

Banking Editor 

DEPOSITORS at UK bank* 
could get greater compensation 
when a bank fails, if a 
European Community directive 
on deposit protection .sciierne* 
is agreed. 

However, EC members are at 
loggerheads over the proposed 
directive, and will air 
grievances at a Financial 
Attaches' meeting in Brussels 
today. 

Most EC members agree tn 
the principle that if a bank 
from one country has a branch 
in another country, depositor:, 
of that branch should be 
covered by the deposit 
protection scheme operating in 
the home country of the parent 
bank. At the moment, 
depositors are protected hy the 
scheme operated b.v the 
country in which the branch is 
operating, or the host country. 

However. Germany, which is 
receiving some support from 
Italy, questions whether it is 
necessary to have an EC 
directive at all, arguing that 
deposit protection schemes are 
a matter of national rather 
than EC concern. 

Most EC members also agree 
that a minimum level of 
deposit protection should be 
provided in all EC countries, 
though countries should be 
free to decide the maximum 
level of protection they arc 
prepared to give. 

Thus Germany and Italy 
would be able to continue to 
give a guarantee to depositors 
at their banks that they would 
not lose anything in the event 
of a bank failure. On the other 
hand, the UK would continue 
to pay no more than 


IJ.VOQu to each depositor. 

But there are three 
important issues on which 
then- is ltttk* .igreeinmi 
between EC members: 

• France believes that thu 
minimum level of insurance 
for the EC should be EetiW.OOO, 
compared with an Ecu!5.0(J0 
minimum proposed in the 
draft. The UK supports the 
Ecu 15 , 1 x 11 minimum. 

• Italy and Germany are 
opposed tu a proposal that 
bank branches whose home 
country has a low level of 
deposit protectiuu can opt into 
the higher level of protection 
offered in a h«t»t country. Mich 

as Germany and Italy. 

• The draft directive proposes 
that depositors should always 
face some risk of loss on their 
deposits, which is known as 
the principle of ro-insuranre, 
whereas France. Belgium. 
Denmark. Germany and Italy 
all oppose co-insurance. 

Thus the draft directive says 
that any country which 
implemented only the 
minimum level of protection 
would compensate depositors 
in a failed bank for only 90 per 
cent of their deposits up to 
Ecula.OOO. 

On the other hand, France 
and it allies want 100 per cent 
protection up to Ecu15.000. The 
British Bankers Association 
wants the L"K to retain its 
current 75 per cent 
compensation rate. 

Meanwhile a US Federal 
Reserve economist, Ms Sydney 
Key, will argue in a paper to be 
delivered in Brussels today 
that the directive is seriously 
flawed by the absence of a 
maximum level of deposit 
protection for EC members. 


ACIL denied appeal in option case 


By Tracy Corrigan 

AUSTRALIAN Consolidated 
Investments (ACIL), the invest¬ 
ment company which owns the 
former Bell Resources, has 
been refused leave to appeal 
against a Court of Appeal deci¬ 
sion in favour of bondholders 
earlier this year. 

The dispute arose when 
bondholders tried to exercise a 


put option for early repayment 
of principal at 117.7 per cent of 
par value on November 13. 
1991. Instead, bonds were 
redeemed at only IDS per cent 
of their par value when the 
company exercised its call 
option. 

The decision means the com¬ 
pany must repay Investors the 
remaining 14.7 per cent plus 
interest. 
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MARKET STATISTICS 


RISES AND FALLS YESTERDAY 
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Sock Exchange of the United Kingdom and Republic of Ireland Limited 1992. AQ 
rights reserved. 

llw FT-ActuarteK All^Share Index Is calculated by The Financial Times Lim¬ 
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COMPANY NEWS: UK 


Management changes will result in splitting of leadership roles 

Standard Chartered chief to quit 


By Robert Poston, 

Banking Editor 

UR RODNEY GALPIN is standing down as 
chairman and chief executive of Standard 
Chartered, the [JK-based internationai 
banking group. 

From the beginning of the year, the post 
of chief executive will be held by Ur Mal¬ 
colm Williamson, currently Standard's 
managing director. 

Mr Galpin, who is 60, will hand over the 
chairmanship in May to Mr Patrick Gil- 
iam, former managing director of British 
Petroleum. Mr Gillam is currently Stan¬ 
dard's deputy chairman. 

Mr Galpin joined Standard in July 1988 
and became chairman and chief executive 
three months later. Elis appointment was 


encouraged by the Bank or England, 
.which feared that confidence in Standard 
was eroding as a result of its poor finan¬ 
cial performance. 

Immediately before he joined the bank, 
Standard had narrowly escaped being 
taken over by Lloyds. However, its shares 
were controlled by three Far Eastern 
investors, the late Mr Robert Holmes a 
Court, Mr Tan Sri Khoo Puat and Sir YK 
Pao, known as the White Squires. 

Since then Mr Galpin, who had been an 
executive director of the bank with respon¬ 
sibility for supervision, reorganised Stan¬ 
dard's management and has overseen a 
steady improvement in profits. He also 
reduced the influence of the White Squires 
over Standard's affairs. 

However, investors became concerned In 


the spring that Standard was still prone to 
accidents, when the bank became 
embroiled in an Bombay stock exchange 
scandal involving the forgery of securities. 
Standard has been forced to make a £i00m 
provision to cover the risk of losses from 
its exposure to these securities. 

Mr Galpin said yesterday that he had 
been thinking about retiring for two 
months. The management changes at 
Standard were approved by the board on 
Tuesday. He said he had recommended 
that Mr Gillam should succeed him. 

He described the Indian losses as “very 
annoying” but said he was confident that 
the bank was now robust. 

Standard also disclosed that two of its 
executives, Mr David Moir and Mr David 
Brougham, were also joining the board. 


TT in £13m bid for AB Electronics 


By Richard Gourlay 

TT GROUP, the industrial 
holding company, yesterday 
ended five months of friendly 
talks with AB Electronics by 
making a recommended £l3m 
bid for the Welsh-based group 
that has been mauled by fail¬ 
ing contract assembly, defence 
and automotive markets. 

TT's offer oF 10 new shares 
for 37 AB shares has the 
unusual feature of valuing its 
target's shares at 49.2p, or 
nearly 7p below tbe market 
price before the bid. 

In July IT took a 6.3 per cent 
stake in AB, which pushed the 
share price up to 90p, since 
when it has slipped back. It 
now controls an 8 per cent 
stake. 

TT is offering a full cash 
alternative of 45. Ip, underwrit¬ 
ten by Samuel Montagu. In 
conjunction, Samuel Montagu 
is raising £7.7m through a plac¬ 


ing of 4.59m shares at 167p, 
subject to clawback by existing 
shareholders. 

IT’s gearing is likely to rise 
to 60 per cent as a result of the 
deal, which comes hard on the 
tail of the acquisition of Mag¬ 
netic Materials in July. 

Mr John Newman, IT chief 
executive, said tbe offer price 
reflected AB's trading outlook. 
He said the two companies had 
compatible businesses. TT is 
likely to focus on the costing 
and range of AB's products and 
integrate distribution and man¬ 
ufacturing facilities. 

Sir Peter Phillips, AB's chair¬ 
man, said In a statement that 
his company had faced tough 
trading conditions coupled 
with rationalisation and reor¬ 
ganisation costs. There was 
also evidence of a “faltering in 
the recent Improving trend in 
order taking”. 

Mr Newman is the third ex- 
Hanson employee to launch 


bids in the past few months. 
He follows Mr Greg Hutchings 
at Tomkins, which is bidding 
for RHM, and Mr Chris Miller 
at Wassail, who is bidding for 
Evode. 

For 10 years after leaving 
Hanson's acquisitions depart¬ 
ment in 1977, he ran private 
companies before reversing 
two or them Into Tyzack 
Turner. 

Since then, the renamed TT 
has developed a reputation as 
an acquisitive industrial mini- 
conglomerate. But the pur¬ 
chase of Crystalate in 1990, 
Magnetic Materials earlier this 
year and now AB, has effec¬ 
tively transformed the group 
into an electronics product 
group for the time being. 

AB's fall, from a market capi¬ 
talisation of more than £120m 
in 1967 to less than £16m yes¬ 
terday, has been In line with 
the waning fortunes of the 
electronics Industry. 


Based in the Rhondda Valley 
in Wales, AB has been a large 
contract assembler of elec¬ 
tronic systems and surface 
mount boards (SMT) for 
blue-chip customers such as 
IBM, Olivetti-Acorn and Jag¬ 
uar. 

But AB has been hit hard in 
all three of its markets. 
Demand for board assembly 
has fallen with demand for 
computers; its automotive divi¬ 
sion has been hit by a fall in 
demand for sensors, particu¬ 
larly from the luxury end of 
the market; and its compo¬ 
nents division has been hit by 
tbe slowdown in defence 
spending. 

Sir Peter Phillips has been 
invited to join the TT board, at 
least until next year's AGM. 

NM Rothschild has advised 
AB shareholders that the TT 
offer is fair. 

TT's share price fell 4p to 
182p yesterday. 


Reduced interest income 
leaves Cape 9% lower 


Erskine House down 29% 
as UK machine sales suffer 


By Peggy Hoi linger 

REDUCED interest income 
depressed profits at Cape, the 
building products and indus¬ 
trial services company, by 9 
per cent to £6.52m for the first 
half. 

At the operating level, Cape 
returned virtually flat profits 
of £6.39m (£6.37m). However, a 
£665,000 drop in Interest gains 
to £131,000 left the pre-tax line 
£650,000 lower on sales 31 per 
cent ahead to £12Sm. 

Mr Keith Jackson, finance 
director, said profits had been 
bolstered by strong growth in 
the industrial division, which 
offset a decline in building ser¬ 
vices. 

Industrial operating profits 
were 36 per cent ahead to 
£4.1m, enhanced by the inclu¬ 
sion for a full six months of the 
Cleton Insulation business in 
the Netherlands. Since being 
purchased for £4.4m in July 
last year it had “performed 
extremely well," Mr Jackson 
said. 

However, growth in the 
industrial services activities - 
which supply insulation and 


scaffolding to the power and 
petrochemical industries - 
was be ginnin g to flatten out. 

On the building and architec¬ 
tural products side, operating 
profits fell 24 per cent to £3.2m 
on turnover just 5 per cent 
down at E35.5m. Mr Jackson 
said there was no sign of an 
improvement in this division, 
particularly in the UK. 

Cape continued to reduce its 
dependence on the recession- 
hit. UK, with, overseas sales 
amounting to some 44 per cent 
of group turnover, against 32 
per cent last time. 

Since the previous year, two 
industrial services companies 
had been purchased for a total 
of about £2m - one in the UK 
and the other in Germany. 
This, along with increased cap¬ 
ital expenditure for the year of 
£8.5m (£7.5m), was partly 
behind the decline in cash bal¬ 
ances from £8.8m to £6.9m. 

Mr Jackson said at least one 
further bolt-on acquisition was 
planned before the end of the 
financial year. 

The dividend was main¬ 
tained at 3p, on earnings per 
share down from 9.3p to S.2p. 


By Peggy Hollinger 

PRE-TAX profits at Erskine 
House, the office equipment 
services company, tumbled 29 
per cent to E4.7m following a 
severe decline in UK machine 
sales. 

Mr Brian McGillivray, chair¬ 
man, said the group was 
“searching very hard” for signs 
of a pick-up in UK trading, but 
there had been none so far. 
New machine sales had fallen 
by 24 per cent in the UK in the 
first half, with margins under 
severe pressure. 

Germany was also proving 
more difficult than last year, 
he said, although the US con¬ 
tinued to show improvement. 

As a result of this, and 
exceptionally difficult trading 
in October and November, Mr 
McGillivray said about £lin in 
annualised costs had since 
been taken out of the services 
division and administration. 
The sales force had already 
been cut by 50 per cent over 
the past 18 months. 

During the six months to 
September 30. overall sales fell 
from £89.lm to £S7.3m. 


Turnover in tbe UK declined 
by 11.4 per cent to £24.9m, with 
operating profits down by 60 
per cent to £1.12m. 

In Germany, the operating 
profit slide from £745,000 to 
£214,000 had been disappoint¬ 
ing, but were an improvement 
on tbe second half. 

The good news from the US. 
with dollar profits 9 per cent 
ahead, was virtually wiped out 
by currency translations. In 
sterling terms, US operating 
profits were flat at £5.1m 
(£5.02m). Mr McGillivray said 
the US was “getting better, but 
not yet booming”. 

He expected the losses on 
exchange rates in the first half 
to be offset in the latter period 
by the devaluation oF sterling. 

The dividend was main¬ 
tained at 3p, reflecting “a 
degree of confidence that we 
are capable of improving", said 
Mr McGillivray. 

Earnings fell from 6.3p to 
2.5p per share, hit by a £500,000 
write-off in advance corpora¬ 
tion tax. Mr McGillivray said 
that put taxation on UK profits 
at about 60 per 
cent. 


Life side 
helps M&G 
edge ahead 

to £39.4m 


By Philip Coggan, 

Personal Finance Editor 

A STRONG showing by its life 
insurance subsidiary helped 
M&G, the fund management 
group, record a marginal 
increase in pre-tax profits in 
the year to September 30. 

Profits for the year were 
£39.41m (£39.24m). But the 
a imna l figures masked a 7 per 
cent fall In second half profits 
year-on-year. 

M&G said, that the first half 
figures had benefited from the 
launch of two investment 
trusts, Recovery and Income. 
The launches were net revenue 
earners, although they did 
cause a 78 per cent increase in 
marketing and commissions 
expenditure. 

In the second half, the com¬ 
pany shed 67 staff, including 
its former marketing director, 
Mr Tim Hiller, resulting in 
total costs of £600,000. Offices 
were closed in Cardiff, Exeter 
and Southampton as part of a 
restructuring programme. 

Insurance Income rose from 
£8.16m to £10.19m, outweigh¬ 
ing a.fall in earnings from 
institutional fund manage¬ 
ment (down from £2.15m to 
£ 1,93m), and retail fond man¬ 
agement (down from £22.44m 

to £21.06m). 

Sir David Money-Coutts, 
chairman, said that unit trust 
sales fell from £468m to 
£295m, while redemptions rose 
from £345m to £404m. 

Funds under management 
were £&59bn at the end of Sep¬ 
tember, down from £9.01 bn at 
the end of the 1990-91 finan¬ 
cial year. However, these fig¬ 
ures reflect some double¬ 
counting because of unit hold¬ 
ings by life and pension funds. 
The “dean” figure for the end 
of September was £7.47bn. 

Earnings per share came to 
36.37p (36. Ip). The filial divi¬ 
dend was Increased 2.3 per 
cent to lip (10.75p), making a 
total for the year of 20p (I9p). 

• COMMENT 

The results of fund manage¬ 
ment groups are always 
geared to the health of the 
stock market, but this may be 
even more the case with M&G 
this year. Its stock-picking 
investment style has been out 
of favour in the recession: an 
economic recovery shonld 
bring its portfolios back into 
fashion. If that happens, and 
performance Improves, then 
M&G can reverse last year’s 
pattern of net redemptions. If 
the stock market slips bade, 
and private investors switch 
from cash to bonds, other 
groups have better reputations 
in the fixed interest field than 
M&G. The departure of Tim 
Miller may also have made 
some wonder whether all is 
well within the management 
team. Assuming a rise In pre¬ 
tax profits to £44m, the shares, 
down 4p to 560p yesterday, axe 
on a prospective p/e of 14. 
Given the doubts, that rating 
looks high enough. 


Lower interest costs help lift 
London Electricity to £17m 


By Michael Smith 

LOWER INTEREST costs 
helped London Electricity to 

increase interim pre-tax profits 
from £14Jjm to £17.3m, in spite 
of lower operating profits due 
partly to reduced distribution 
charges. 

The interim dividend was 
increased by 12 per cent from 
5p to 5.6P. but tbe company 
was more cautious than others 
have been in recent days about 
growth prospects. 

Mr John Wilson, chairman, 
said the policy was to achieve 
consistent growth in dividends 
“taking into account the expec¬ 
ted medium-term trend in 
earnings.” 

In the six months to Septem¬ 
ber 30. operating profits of 
£14J>m (£14.8m) were achieved 
on turnover of £584.3m 
(£56EL5m). Total units of elec¬ 
tricity distributed fell by 1 per 
cent. However, with weather 
factors stripped out, the com¬ 
pany said underlying trends 
were for 0.7 per cent growth. 

Commercial growth was 1.3 
per cent (lower than In the last 
few years). The reduction was 


attributed to the effect of the 
recession, particularly on small 

commercial customers. 

The introduction of lower 
distribution tariffs in April, 
contributed to the decline in 
distribution profits from £58m 
to £54m. The supply business 
reduced losses to £35m (£38m). 

Mr Wilson said a decision 
would be made by the end of 
the year about the retailing 
business, reduced from 60 out¬ 
lets two years ago to about 20. 
Some analysts expect closure. 

Total retail sales had risen as 
a result of increased selling 
space, but the business was 
adversely affected by market 
conditions. The programme to 
separate retailing from cus¬ 
tomer services, both finan¬ 
cially and physically, would be 
completed by the year-emL 

Electrical contracting had 
already been restructured, and 
with a reduced workforce of 
100 (400), was breaking even. 

A reduction in debtor days - 
a measure for outstanding 
accounts - from 38 to 29 con¬ 
tributed to a marked fall in 
borrowings and a reduction of 
£2.5m in net interest 


paid to £3.1x0. . 

• COMMENT 

The cautious policy on divi¬ 
dends is perhaps typical of a 
company that critics says is 
too plodding to merit its 
medium rating among regional 
electricity companies. London 
tends to brag its merits less 
than other regional electricity 
companies and it is less adven¬ 
turous. Its involvement both In 
retailing and independent gas- 
fired generation, where the 
risks and rewards are greater 
than in the core businesses, is 
below average. Supporters say 
the company is more likely 
than others to end up on tbe 
right side of the regulator in 
forthcoming pricing, negotia¬ 
tions. especially after its 
improvement in customer ser¬ 
vice, particularly disconnec¬ 
tions, and its separation of 
retailing from servicing. The 
latter will eliminate suspicions, 
to which other RECs are vul¬ 
nerable, of cross subsidies. 
Assuming a 12 per cent divi¬ 
dend rise to l&J8p, the shares 
are on a prospective yield of 5.9 
per cent 


Yorkshire Water rises to £72m 


By Angus Foster 

YORKSHIRE WATER yester¬ 
day announced a 12 per cent 
increase in pre-tax profits from 
£64. Lm to £71Sm for the six 
months to September 30. 

Profits were boosted by 
£4.4m from the sale of 50 per 
cent of Yorkshire’s engineering 
business to Babcock Interna¬ 
tional in May. Yorkshire and 
Babcock now operate the divi¬ 
sion, renamed Babcock Water 
Engineering Limited (BWEL), 
as a joint venture. 

Turnover increased 9.1 per 
cent to £239.5m. In Yorkshire’s 
regulated water and sewerage 
business turnover increased 7.3 
per cent, mainly due to aver¬ 
age price rises of 7.1 per cent. 

Yorkshire Water Enterprises, 
which includes the company's 
unregulated businesses, 
reported turnover of £11.2m, 
compared with £6.5m in the 
previous period. Excluding 
profits from the sale of BWEL, 


enterprise profits were close to 
£lm. 

Mr Malcolm Batty, group 
finance director, said “tight 
control” of costs, and improved 
efficiency, helped restrict the 
increase in operating costs to 
£l66.4m. a 6.8 per cent 
Increase. Pay awards of 4 per 
cent were awarded. The operat¬ 
ing margin improved L5 per¬ 
centage points to 30.5 per cent. 

In the regulated business, 
capital expenditure increased 
8.7 per cent to £138m and is 
expected to total £300m for the 
full year, an increase of £10m. 
Infrastructure renewals 
increased 36 per cent to £26m. 

A cash inflow of £l6m 
reduced net borrowings to. 
£13Qm (£140m). Mr Batty said 
debt was likely to rise to about 
£200m by the year end as York¬ 
shire’s investment programme 
continued. 

Earnings increased 1L3 per 
cent to 34.4p (30.9p). The 
interim dividend is raised 8.5 


per cent to 7.05p (6.5p). 

The shares gained lp to 502p. 

• COMMENT ' 

As with the rest of the water 
sector this reporting season, 
Yorkshire's results contained 
few surprises. Although reces¬ 
sion played a small part in 
reducing measured water vol¬ 
umes, the effect on turnover in 
the core business was more 
thatv compensated by new com¬ 
mercial property connections 
during the period. On the 
enterprise side, Yorkshire’s 
environmental business and its 
moves to transfer non-essential 
operations outside the core do 
look promising. But profits wflL 
remain small for some time, 
even though second half prof¬ 
its should be.lifted by perhaps 
£lm of property-profits. Full 
year forecasts of EL35m.pat the 
shares on eight .times. That is 
slightly ahead of the: sector, 
but looks about right given 
Yorkshire’s solid reputation. 


• . ■ " 

Provisions put Porter £5ni in loss 


By Peter Pearse 

PROVISIONS amounting to 
£7.05m forced Porter Chad- 
bum, the packaging and con¬ 
sumer products group, into 
pretax losses of £&26m in the 
six months to October 2. 

The disposal of Gola, the 
sports equipment concern, was 
the main source of the. charges 
which caused the tumrouhd 
from profits of £L87m last 
time. However, the interim 
dividend Is maintained at 
0.85p. 

Hie consumer products side, 
which Includes the Head sports 
equipment brand, Adam Lei¬ 
sure, and fishing tackle distil- 


Branson halts share sale for Virgin Atlantic expansion 


button, was hit by a lack of 
consumer confidence and prob¬ 
lems with creditworthiness in 
some smaller customers. 

' Operating profits in the divi¬ 
sion’s continuing businesses 
declined to £719,000 (£2.35m) on 
increased sales of £31m 
(£27 .5m). 

Mr Raymond D inldn, chair¬ 
man, said there would be no 
further fall-out from the Gola. 

disposal. 

Gola was sold to William 
Lamb (Holdings) in September, 
though Porter retains the Gola 
name for three years, in which 
time tt is paid royalties. Lamb 
can buy tbe brand for £L35m 
cash within tbe term and Por¬ 
ter can require that Lamb buy 
it for £800,000 at the end of the 
term. 

Sales in the packaging divi¬ 


sion grew to £23.9m <£15.2ni)--. 
and operating profits to £2.29m 
(£1.42m). Lancer Labels, which, 
was acquired for £I4.9m in - 
March, contributed £4.8m to 
sales and £600,000 to profits. - 
Mr Dlnkin said that the: 
subsidiary, making “long-run" . 
labels for the food and: 
drinks industry, lifted sales by 
20 per cent and profits by. 
more. * 

Profits from specialist 
distribution fell to £379,000. 
(£576,000) on sales of £8.13m 
(£8.67m). .... . . - .-i 

Group operating profits fefl. 
to £2.L8m (£3.86m). But, said 
Mr Dtnkfrvthe figure would 
have been £3.4m (£43m) after, 
-adjusting for Gold's - losses 
prior to disposaL. 

Losses per share were 5J2p 
(earnings 2£5p). 


By Paul Betts in Orlando 

MR RICHARD BRANSON has 
put on ice plans to sell a 10 to 
25 per cent stake in Virgin 
Atlantic Airways. He says the 
future of his carrier and other 
smaller independent airlines is 
threatened by European Com¬ 
mission proposals on allocation 
of take-off and landing slots at 
congested EC airports. 

Virgin announced earlier 
this year that it was seeking to 
raise about £50m by selling a 
minority stake in its airline 
operations to investors to help 
fund expansion of routes and 

new aircraft. 

But Mr Branson said in 
Orlando yesterday that those 
plans were now in jeopardy 
because Virgin could not 
secure additional slots at Lon¬ 
don's Heathrow airport to oper¬ 
ate new international services. 
He also said EC transport min¬ 
isters were expected to approve 
next week new regulations on 
slots that were likely to make 
it even harder for smaller air¬ 


lines to gain access at con¬ 
gested European airports. 

“Without additional slots at 
Heathrow, the airline's devel¬ 
opment will come to a full 
stop,” Mr Branson warned. 
Potential investors in the air¬ 
line were also holding back 
until Virgin's slot problems 
were clarified. 

Virgin wants to expand 
flights from London to San 
Francisco, Johannesburg, 
Washington, Singapore and 
Australia as well as starting a 
shuttle service between Lon¬ 
don and Paris, called Le Virgin 
Shuttle, to compete with Brit¬ 
ish Airways and other large 

flag carriers. 

In Florida yesterday, Mr 
Branson launched a new holi¬ 
day airline called Virgin Vin¬ 
tage Air Tours, operating old 
DC3 Dakotas between Orlando 
and Key West The venture is 
also considering flying from 
Key West to Havana, Los 
Angeles to Palm Springs, and 
between Miami and Orlando. 

Mr Branson said Virgin was 



New prop: Virgin Vintage Air Tours will fly old DC3 Dakotas between Orlando and Key West 


considering acquiring or leas¬ 
ing up to 18 wide-bodied air¬ 
craft over the next six years to 
expand and renew its fleet. Vir¬ 
gin currently operate eight 
older Boeing 747-200 airliners. 

Mr Branson said he was 
looking at the new Boeing 777 
powered by Roils Royce Trent 
engines, as well as Airbus A340 
long-range air Liners. 

Virgin's expansion was 


expected to double the airline's 
workforce from 3,000 to 6,000 
over tbe next four years. 

Although the new EC pro¬ 
posals were designed to give 
smaller carriers more opportu¬ 
nities to compete at crowded 
airports like Heathrow. Mr 
Branson said the latest plans 
risked consolidating the domi¬ 
nance of big flag carriers at 
these airports. 


Notice of Interest Rates 

To the Holders of 

The United Mexican States 

Collateralized Floating Rate Bonds Due 2019 

NOTICE IS l (KRF.BY GIVKN that the interest rates covering the interest period from 
IXtX'mhcr i. 1992 to June 1. 1993 ore detailed below: 


Mr Branson has written this 
week to Mr John MacGregor, 
UK transport secretary, asking 
him to block the proposals, due 
to be considered by EC trans¬ 
port ministers next Thursday 
as part of the liberalisation of 
European air transport 
Virgin says the EC plans 
would legalise the controver¬ 
sial system of “grandfather 
rights” whereby an airline has 


LEGAL NOTICES 


automatic rights to slots it has 
historically held at an airport 

The EC originally proposed 
to HMifacgte some slots from 
bigger airlines to enable new 
entrants to operate at con¬ 
gested airports. 

Instead, tbe EC is. planning 
to tighten so-called “use tt or 
lose tt” rules. “Big airlines will 
simply keep operating slots, 
unprofitably if necessary, to 
keep their slot banks Intact 
ami smaller competitors out” 
Mr Branson said. 

In his letter to Mr MacGre¬ 
gor, the .Virgin chairman said 
the . EC proposals were “per¬ 
haps' the most anti-competitive 
piece of legislation ever 
suggested for an industry 9 till 
rife with anti-competitive prac¬ 
tices”, He warned the policy 
would result “in permanently 
higher fores”. 

With an annual turnover of 
about £350ai Virgin is -expected 
to be about break-even this 
year. “We might show a small 
profit or possibly a small toss” 
Mr Branson said. 


nple Bar t<o raise £25m 
debenture niacin? 


By Philip Coggan, 

Personal Finance Editor 

TEMPLE BAR Investment 
Trust, a UK general trust man¬ 
aged . by Guinness Flight," is 
raising £25m via a placing of 
debenture stock. 

The trust previously bad a 6 
pec cent convertible unsecured 
loan stock 2002 which was 
redeemed, at the holders' 
option, in August The direc¬ 
tors “consider that the recent 


fall In the level of interest ; 
rates in the UK now offers a - 
favourable climate in which-to r 
restore tbe long-term, gearing 
in the company’s capital string 
tore." : 'V- 

The stock, which will mature " 
in 2017, will have : a gross" 
redemption yield of 9J3 per ' 
cent based an an issue price df i 
99.746 and a coupon of 9% per’ 
cent SO Warburg Securities; is 
acting as agent for the com-. 1 
pany in relation to the issue.: 
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Salvesen rises 12% 


By Angus Foster 

# _ 

.CHRISTIAN Salvesen, the 
distribution, specialist hire and 
manufacturing group, yester¬ 
day announced slightly higher 
than expected profits and a 10 
per cent dividend increase. 

pre-tax profits rose 12 per 
cent, from £36.1m to E40.4m, in 
the aix months to September 
30 . helped by strong growth 
fijjio. mobile power generator 
hire and steady gains from UK 
distribution. All divisions 
Increased profits except for 
Salvesen Brick, the specialist 
brickmaker which continued to 
suffer from lower prices. 

Mr Chris Masters, chief exec¬ 
utive. said the group's main 
markets were affected by reces¬ 
sion: “Despite that, we’re well 
ahead," he said. 

The distribution division, 
where customers include 
Marks & Spencer and Sains- 
frmy, increased operating prof¬ 
its.8 per cent to ElfiAn. New 
contracts helped profits in the 
US and Benelux, although the 
lorry drivers' strike reduced 
profits in Prance by £250,000. 
The loss-making Langnese-Iglo 
contract in Germany, which 
was fully provided against in 
previous years, was terminated 
on November 30. 

Aggreko, which hires out 
power and temperature control 
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Chris Masters: main markets affected by recession 


Tony And>W>« 


equipment, escaped the down¬ 
turn in UK construction 
because of its wide customer 
base. Profits increased 33 per 
cent to £15.4ra. About Elm of 
profit came from supplying 
equipment to the Barcelona 
Olympics. 

Manufacturing, which 
includes food services, saw 


profits fall £500.000 to £l0.3m 
after the brick division’s prof¬ 
its Cell Elm to £1.5m. 

Turnover increased 3 per 
oent to £254.5m while operating 
profits gained nearly 12 per 
cent to £43.6m. Interest costs 
were £3.2m (£2.9m). Proceeds 
from the £2&5m sale of Salv¬ 
esen (Oilfield Technology), 


where £ll-2m was booked as an 
extraordinary profit, helped 
reduce net borrowings £20m to 
£60.7m. Gearing fell from 35 
per cent to 23 per cent. 

Earnings increased to I0.12p 
O.Olp). The interim dividend is 
lifted to 32p (2£p). 

• COMMENT 

These figures earned well 
deserved applause and Salv- 
esen's shares gained I5p to 
346p, an all time high. Distribu¬ 
tion continued to provide the 
backbone and although mar¬ 
kets such as the UK look 
mature, there is further growth 
in Europe. But Aggreko was 
the star performer, even dis¬ 
counting the one-off gains in 
Barcelona. Its strengths are 
that it makes its own equip¬ 
ment and owns its distribution 
network, allowing healthy 
margins and flexible deliveries. 
The same advantages are now 
being applied to temperature 
control equipment, recently 
introduced in Europe from the 
US. and initial results are 
promising. Full year profits of 
£74m put the shares on more 
than 18. This does not look 
excessive. But after rising 
nearly 40 per cent in the last 
year, the shares may need a 
breather once follow through 
buying from the results dies 
down. 


£440m 




By PhHfp Rawstome 

BASS, the UK's leading 
brewer, yesterday spelt out the 
full effects of the enforced sale 
of 2,700 of its pubs to comply 
with government beer orders. 

Total receipts from the sales 
in the year to September 30 
were £440m - an average price 
per outlet of £162,000 and 18 
per cent above book value. 

“We secured better value for 
shareholders by selling rather 
than leasing free of exclusive 
beer supplies." said Mr Ian 
Prosser, chairman. 

The group benefited from an 
early start to its disposal pro¬ 
gramme. The LJ500 outlets sold 
before the end of 1991 realised 

Mountview 
shows marginal 
growth tb £3.6ra 

By Mafttrew Curtin 

MOUNTVIEW Estates, the 
property dealing' group, 
reported a modest 2 per cent 
increase in pre-tax profits 
from £3J>4m to £3.S2m in the 
half year to September 30. as 
higher rental Income offset its 
exposure to the depressed 
south-east property market 

Turnover improved to 
£7.31m (£6.89m). In spite of 
higher earnings per share of 
52£p (51.7p), the Mountview 
board believed any increase in 
the interim dividend would be 
■'injudicious in the uncertain 
economic climate” and is hold¬ 
ing the pay-out at 8p. 

Mr Duncan Sinclair, chair¬ 
man, said trading income was 
flat, but rental revenue more 
than twice covered the compa¬ 
ny’s administrative costs and 
finance charges. 

Mr Sinclair said the avail¬ 
ability of repossessed homes 
was “the most depressing 
factor” on the market, and 
it would take time before 
lower interest rates had an 
impact in improving market 
conditions. 


4% advance 
lifts Alba 
to £1.2m 

DESPITE the recession Alba 
produced satisfactory results 
in the home market and, over¬ 
all, lifted interim pre-tax profit 
by nearly 4 per cent 

For the six months ended 
September 30 1992 the profit 
came to £12m (£l.l6m). Turn¬ 
over fell almost 9 per cent to 
£45.1m (£49.5m). Earnings per 
share were again L82p and the 
interim dividend is held at lp. 

The group makes audio, tele¬ 
vision and domestic appliances 
under the Alba, Bush and Hin- 
ari brand .names, and they 
were .achieving substantial 
market share, said Mr John 
Harris* the chairm a n 

London & Provincial 
£4.37m in the red 

London & Provincial Shop Cen¬ 
tres (Holdings), the main sub¬ 
sidiary of Randsworth Acquisi¬ 
tion, which is in administrative 
receivership, announced a pre¬ 
tax loss for the year to end- 
Jtiflfl of £4J7m, against a profit 
of £907,000 last year. 

The result includes an excep¬ 
tional cost of £2.4m (nil) relat¬ 
ing to the write-off of a loan to 
Randsworth. and' a £254.000 
provirion for the Gall in value 
of investment properties^ 

There was a tax charge of 


£256m, an average of £169,000; 
the remaining 1,200 fetched 
£IB4m, an average of £152,000. 

This decline prompted a 
revaluation of all Bass proper¬ 
ties, resulting in a write-down 
of £496m. Of this, £480m has 
been taken to revaluation 
reserve, and £16m charged to 
the profit and loss account. 
The write-down compares with 
a £lbn surplus at the last 
revaluation in 1989. 

Pub profits were 25 per cent 
lower at £174m (£23 lm) on 
turnover of £Llbn (£l.l7bn). 

Bass estimates that £40m of 
the profits decline was 
accounted for by the reduction 
in the estate. The rest was due 
to lower consumer spending. 


allied to a shift to drinking at 
home, and increased overheads 
and repair costs. 

All of the beer volume lost 
with the reduction of the tied 
estate, however, was recouped 
by the brewing division’s suc¬ 
cess in the more competitive 
free houses trade and 
take-home market 

Free-trade volumes grew 
nearly 10 per cent and loams to 
free outlets increased from 
E398m to £485m. Supplies to the 
free trade now represent two- 
thirds of total production. 
There was a 5 per cent increase 
in volume sales to the 
take-home market* and a 6L5 
per cent rise in exports. 

Bass is left with an estate of 


about 4,600 pubs, nearly a third 
of them under direct manage¬ 
ment Spending on refurbish¬ 
ment and information systems 
amounted to £110m last year, 
and a further 1,000 pubs will be 
renovated this year. 

An exceptional charge of 
£75m this time for rationalisa¬ 
tion and reorganisation costs 
within the brewing and pubs 
operations follows a si milar 
charge of £55m last year. “We 
do not expect any further pro¬ 
visions,'' Mr Prosser said. 

With the UK restructuring 
almost completed, be is begin¬ 
ning to think tentatively about 
tiie possibilities of expanding 
the group’s brewing operations 
overseas. 


GEC edges ahead to £356m 


GEC : REPORTED a “notably 
strong” performance in its 
three main divisions for the six 
months to September 30, 
though market conditions were 
not always favourable. Several 
other of its businesses were hit 
by recessionary conditions, 
however. 

The company said “the 
devaluation of sterling and the 
recently announced improve¬ 
ments in ECGD cover will help 
us in our drive to win vital 
overseas orders”. 

On sales of £4-26hn (£4.49bn), 
pre-tax profits were £356m 


(£346m). After tax of £119m 
(£H7m) and minorities 
unchanged at £21m, attribut¬ 
able profits were £216m 
(£208m). Earnings were 3p 
(7.7p) and the interim dividend 
has been raised to 2j>8p (2£5p). 

Divisional pre-tax profits 
were: electronic systems £87m 
(£86m); power systems £77m 
(£65m); telecommunications 
£6Lm (£60m); consumer goods 
£7m (ESmy, electronic metrol¬ 
ogy £9m (£17m); office equip¬ 
ment and printing £l5m 
(same); medical equipment 
£14m (£13mX electronic compo¬ 


nents £6m (£7m); industrial 
apparatus £8m (£l2m); distribu¬ 
tion and trading £5m (£7m); 
less other activities losses £4m 
(£5m). 

The order book rose to 
£ll.9bn, an increase of 12 per 
cent since the March year end. 
Orders within GEC Marconi, 
the defence subsidiary, were 7 
per cent higher at £43bn. 

Privately-funded research 
and development, including 
the company’s share in joint 
ventures, was 12 percent lower 
at £184m_ Capital expenditure 
was 30 per cent lower at £ 67 m. 


Dairy Crest 
39% up but 
warns on 
margins 

By Maggie Urry 

DAIRY CREST, the milk and 
dairy products group which is 
to float in 1994, announced a 
38.7 per cent rise in pre-tax 
profits to £ 17 . 2 m for the half 
y ear to September 30. 

The company, a subsidiary' 
of the Milk Marketing Board, 
will be divested when the 
MMB is replaced by a co-opera¬ 
tive in 1994. 

Mr Geofltey John, chairman 
of Dairy Crest, said that the 
business was constrained by 
Its ownership. He said the 
group could not issue shares 
for acquisitions, was strictly 
limited in its operations to liq¬ 
uid milk and milk mannfac- 
i tore in England and Wales, 
and was still regarded as “user 
I of last resort* for milk, pat¬ 
ting it at a disadvantage to 
other buyers. 

He said the company's strat¬ 
egy was to be in a position to 
compete with other dairy 
groups by the flotation. 

A rationalisation pro¬ 
gramme was aimed at making 
Dairy Crest a low cost pro¬ 
ducer. 

It had also made two strate¬ 
gic deals. It bought half of 
Unigate’s liquid milk activities 
In 1989, giving it a 17 per cent 
share of that market. Last 
year it formed a joint venture 
with Yoplait of France on 
fresh products, such as 
yoghurts and desserts, which 
is the fastest growing sector of 
the dairy market but one 
where Dairy Crest had not 
been represented. 

Mr John said that to the half 
year the volume of milk it was 
able to buy for processing fell 
by 5 per cent as quotas on 
milk began to bite. However, 
higher selling prices allowed 
turnover to rise 1.4 per cent to 
£574£m. 

In the second half signifi¬ 
cantly higher milk prices for 
milk used for manufacture 
would put margins under pres¬ 
sure, he warned. 

Mr John Honllston, chief 
executive, said cost catting, 
including a reduction of 1,000 
in staff over the last year, 
helped push operating profit 
up 9.6 per cent to £28.5m. 
Operating profits per 
employee had risen by 21A per 
cent hi the half year. 

Associates, mainly the joint 
venture with Yoplait, contrib¬ 
uted £500,000 (£100,000). 

A fall to interest charges of 
£3.4m to £4.9m, of which about 
£2Jtm came from lower bor¬ 
rowings and the rest from 
lower interest rates, more than j 
offset a rise in exceptional 
costs from £5.4m to £6.9m. 
Those costs related to the ! 
rationalisation programme , 
and the cost of moving doo;- 
step delivery milk rounds to 


National Express offer twice subscribed 


By Richard Tomkins, 

Transport Correspondent 

THE OFFER for sale of shares in National 
Express, the biggest scheduled coach ser¬ 
vice operator in the UK, was more than 
twice subscribed, it was announced yester¬ 
day. 

This means only applications for 250 
shares will be met in fulL Others will be 
scaled down - to the case of the largest 
ones, to a third or less of the number of 
shares requested. 


The total number of shares sold to the 
flotation was 27.8m, of which 75 per cent 
was placed at I65p per share with institu¬ 
tional investors and the remainder offered 
for sale. 

Valid applications were received for 
14.7m shares, but with only 69 m available 
in the public offering, the result is a heavy 
scaling-down. 

The allocation was as follows: for 250 
shares - in full; for 500 shares - 75 per 
cent; between 600 and 1900 - 65 per cent; 
between 1,500 and 5,000 - 50 per cent; 


6,000 to 10,000 - 45 per cent; 15,000 to 
100,000 - 40 per cent; 120.000 to 150,000 - 
34 per cent; 180.000 to 500.000 - 33 per 
cent; for more than 500,000 the allocation 
will be about 29 per cent. 

Advisers to National Express will be 
hoping that large Investors left short of 
stock because of the rationing will top 
up to the after-market, so leading to a 
premium when deaifagg begin on Decem¬ 
ber 10. 

Morgan Grenfell is sponsor to tbe issue, 
with Smith New Court as broker. 


£197m (£567,000 credit) because 
of an underprovision from a 
prior period, after which the 
retained loss for the year was 
£5.64m (£L47m profit). 

Losses per share came out at 
34.7p (9.lp earnings). 

Substantial cut in 
Qoiligotti losses 

Quiligotti, which makes and 
installs terrazzo and other spe¬ 
cialised industrial flooring, 
made substantial inroads into 
its losses in the half year 
ended September 30. 

Although turnover fell 
£1.5Bm to £8.45m, pre-tax losses 
declined from £646,000 to 
£228.000. The cost reduction 
programme took £80,000 
(£202,000) in exceptional 
char ges. Losses per share were 

0J3Sp (298p). 

Slough Ests sells 
park for £62.5m 

Slough Estates has sold Sut- 
tons Business Park to Reading 
to Standard Life Assurance for 
£g2£m- The 55-acre park con¬ 
tains buildings totalling 780,000 
square feeL 

TV-am starts asset 
repayment with 40p 

TV-am, which has lost its 
breakfast-time licence, is to 
start repaying assets to share¬ 
holders through a substantial 
dividend. 


NEWS DIGEST 


On December 29 it will pay a 
second interim of 40p per 
share, at a cost oT £ 26 . 7 m. 
excluding associated ACT of 
£8.9m, from distributable 
reserves. 

Results for 1992 should be 
announced in February and 
the directors intend to recom¬ 
mend a final dividend. No ulti¬ 
mate decision wifi be taken on 
the future of TV-am, in its 
much reduced form, until then, 
and possibly not for same time 
thereafter. 

Assuming no further invest¬ 
ment opportunities have 
arisen, the directors expect to 
recommend a liquidation or 
distribution of the assets. 

The Stock Exchange will sus¬ 
pend the USM quote unless the 
company identifies a new core 
business to shareholders by 
tbe end of the year. However, 
tbe company will seek cancel¬ 
lation of the listing on January 
4 so that dealings can take 
place under Rule 535(2). 

Dry dock effect 
lowers LOF to £lm 

Loss of hire while London 
Spirit was to dry dock to Sing¬ 
apore was behind the profits 
decline to $lm (£540,000) at 
London & Overseas Freighters 
in the six months to September 
30. 

Announcing tbe 19.5 per cent 
foil from a previous $L24m the 
tanker company pointed out 
that these results related to the 
period before the change in 
domicile. 


Under a scheme of arrange¬ 
ment a new vehicle, London & 
Overseas Freighters was 
recently re-established in Ber¬ 
muda. It was also expanded to 
include Scoresby, a fellow com¬ 
pany in the Kulukundis fondly 
stable. 

In the six months under 
review net freights and hire 
income was little changed at 
S5.8m (*5.77m) and vessels’ 
operating costs rose to $29m 
(82.44m). Provision for deferred 
repairs took $ 365,000 ($279,000). 

Earnings per share trans¬ 
lated to 49p (599p). 

Spring Ram has 
94.35% of Stag 

The recommended offer b; 
Spring Ram Corporation to 
acquire Stag Furniture has 
been declared unconditional in 
all respects. 

Spring Ram can now speak 
for 9495 per cent of the Stag 
capital and will leave tbe offer 
open for acceptance until fur¬ 
ther notice. 

Rationalisation costs 
leave Caffyns lower 

Caffyns, the south-east motor 
dealer, improved its operating 
profit to the half year ended 
September 30 1992, but saw its 
pre-tax profit foil substantially. 

It dropped from £297,000 to 
£102,000 after charging £94.000 
for branch rationalisation, 
whereas credits of £295.000 
were taken in last time. Turn¬ 


over was lower at £61.5m 
(£6B£m). 

Losses per share were 0.4 p 
(earnings 5.5p). The interim 
dividend is again 5p. 

Rowlinson edges 
ahead to £515,000 

Rowlinson Securities, the prop¬ 
erty group, showed a small 
improvement to pre-tax profits, 
from £503.000 to £ 515 . 000 , in the 
six months to end-September. 

Gross rental Income was 
£L68m (£ 1.62m') and sales by 
the development and contract¬ 
ing divisions jumped to £2.76m 
(£1.41m). but operating profit 
fell to £L4m (£1.4 7m). Finance 
charges, however, were 
reduced to £882.000 (£971,000). 

Earnings per share were 
2.76p (2.7p) and the interim div¬ 
idend is again O^fp. 

Reduced losses for 
Harrison Industries 

Tbe enlarged Harrison Indus¬ 
tries group, specialist engineer, 
reduced its pre-tax losses from 
a pro forma £594,000 to £455,000 
to the six months ended Sep¬ 
tember 30 1992. 

These are the first interim 
results since the enlarged 
group was formed by the take¬ 
over of Harrison by Antanes 
Group and-since the subse¬ 
quent management and name 
changes. 

Turnover was £25.Sno 
(£26. lm) and tosses per share 
were 0.3p (0.48p). 
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Are you going to make 
a European acquisition? 

How to find the right company, structure a deal 
k attractive to the seller, at the right price and, most 

\ important, understand the cultural, tax or legal A 

\ environment in a foreign country like France, A 

Germany, The Netherlands, Spain, Italy or Poland? 

Answers to these questions are provided at 
Acquisitions Monthly's 

jk annual conference on . 

^ ‘ACQUIRING IN EUROPE’ 

v on February 22nd and 23rd 1993 ^ 

at the London Marriott Hotel 

^ Eighteen European experrs rake you Through the / 
acquisition maze in each European country. 

hr To receive full details, contact Anne Avidon 

Acquisitions Monthly Conferences 
l 2nd Floor, 11 Gloucester Road . 

London SW7 4PP A 

Tel: 071-823 8740. Fax: 071-5S1 4331 / , 

ACQUISmONS MONTHLY is the leading 
' mergers and acquisitions magazine in Europe. For \ 

all the latest on European acquisition tactics and 
l techniques, pricing of deals, information on . 

rk dealmakcrs, you cannot beat it. A 

Special introductory offer for new subscribers - J# 
£185.00 UK; £220.00 overseas p.a. 

f For a free sample copy please contact \ 

Jan Hogwood, Tudor House Publications Ltd, Lonsdale House 
7/9 Lonsdale Gardens, Tunbridge Wells, Kent TNI 1NU 
Tel: (0892) 515454. Fax: (0892) 511547 
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Notice to the Holders of Convertible Bonds of 


Nippon Oil Company, Limited 

1. U.S.£50.000,000 5 ‘h per cent. Convertible Bonds due 1998 

(toe “No.l Bonds") 

2. U.S-$50,000.000 3 'J* per cent. Convertible Bonds due 1999 

(the “No^ Bonds") 

3. U-S.S70.000,000 3 per cent. Convertible Bonds due 2000 

(the "No.3 Bonds”) 

Pursuant to Condition 6(L) ol each oi the Terms and Conditions of the Bonds of (i) the Trust 
Deed dated 22nd March, 1983concerning the No.l Bonds, (ii) the Trust Deed dated 8th March, 
1964 concerning the No.2 Bonds and (iii) the Trust Deed dated 7th May, 1985 concerning the 
IVo.3 Bonds, notice is hereby given as follows: 

Nippon Oil Company, Limited has made an issuance of Yen 50 billion convertible bonds due 
2000 on 25th November, 1992 at the initial conversion price of 626 Japanese Yen per share 
which is less than the current market price per share of 653.90 Japanese Yen on 25th 
November, 1992 calculated as provided in Condition 6 of each of the Terms and Conditions 
of the Bonds of each Trust Deed. 

As a result ol such issuance and pursuant to condition 6 of each of the Terms and Conditions 
of the Bonds, the conversion prices of the respective Bonds have been adjusted effective as 
from 25th November, 1992 (Japan time) as follows: 


(i) Conversion Price of the No.l Bonds 
(If) Conversion Price of the No_2 Bonds 
(iii) Conversion Price of the No.3 Bonds 


Before adjustment: 
After adjustment: 
Before adjustment: 
After adjustment 
Before adjustment 
After adjustment: 


834.60 Japanese Yen 

832.40 Japanese Yen 
910.80 Japanese Yen 

908.40 Japanese Yen 
839.10 Japanese Yen 
83650 Japanese Yfen 


December 3. 1992 


NIPPON OIL COMPANY, LIMITED 

3-12. Nuhi-Shinbashi l-chome, Minalo-ku. Tokyo, Japan 
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Disillusioned traders push 

oil prices still lower 


By Deborah Hargreaves 

CONFIDENCE IN the oil 
market weakened further yes¬ 
terday when prices for North 
Sea Brent crude oil for delivery 
in January slipped by another 
20 cents to $18.30 a barrel. 

World oil prices have lost a 
dollar a barrel in just over a 
week as traders have become 
disillusioned with the ability of 
the Organisation of Petroleum 
Exporting Countries to support 
tiie oil price. 

“The market is not con¬ 
vinced by last week’s Opec 


agreement There have been no 
signs that Saudi Arabia and 
Iran will actually cut back 
their production,” said Mr 
Peter Bogin, at Cambridge 
Energy Research Associates. 

Mr Alirio Parra. Venezuela's 
energy minister and Opec’s 
current president, said in com¬ 
ments to the Reuter news 
agency yesterday that he could 
not understand why the mar¬ 
ket had weakened following 
the agreement to cutback out¬ 
put to 24.58m barrels a day 
from 25m b/d. 

He said it was a realistic 


agreement and had the full 
support of all members. 

But weak prices for oil prod¬ 
ucts have also been dragging 
the crude market downwards. 
Europe remains well-stocked 
with products such as gasoil 
for which prices have dropped 
by $5 to $10 a tonne over the 
past month to $174 a tonne. 

The weather in Europe and 
North America remains 
warmer than forecast leading 
traders to fear that stocks of 
oil will not be run down very 
quickly and could farther 
depress prices early next year. 


More cuts in nickel production 


By Kenneth Gooding, 

Mining Correspondent 

ANOTHER NICKEL producer. 
Western Mining Corporation of 
Australia, announced produc¬ 
tion cuts yesterday. However, 
analysts suggested the cuts 
would make no difference to 
present low prices and 
depressed market sentiment. 

Suggestions that there was 
another boat carrying more 
than 10,000 tonnes of nickel 
from the Commonwealth of 
Independent States waiting 
outside Rotterdam because 
there was not enough equip¬ 
ment yet available to cut it, 
were also weighing heavily on 
the market 

Analysts estimated that 
WMCs moves, which include 
the closure of its Foster mine 
in Western Australia, would 
cut about 2,000 tonnes from its 
nickel output in the year to the 
end of June. 

Mr Wlktor Bielski, analyst at 
Carr Kitcat & Aitken, part of 
the Banque Indosuez Group, 
said London Metal Exchange 
nickel stocks, at nearly 64.000 
tonnes, represented 10 per cent 
of western world annual con¬ 
sumption and “It needs a big 
Increase in demand to have an 
impact on that But demand Is 


still very weak, particularly in 
Japan”. 

There was no sign of a 
revival in demand for stainless 
steel, the biggest user of 
nickel, he pointed out “And 
stainless steel scrap prices - a 
lead indicator for nickel - are 
not moving." 

Mr Bielski suggested, how¬ 
ever, that nickel prices should 
move to a level representing 
the average world-wide cost of 
production - about US$6,171 a 
tonne. 

Nickel closed at $5,62250 a 
tonne, up $35, on the LME yes¬ 
terday. WMC said its nickel 
division, which produced 
nearly 49,000 tonnes of metal in 
the year to the end of last 
June, was operating at a loss. 
It aimed to push production 
costs below $5510. 

Analysts suggested WMC’s 
announcement was mainly for 
the benefit of its domestic 
unions - contracts at its 
Kambalda nickel operations in 
Western Australia expire this 
month. 

WMC also announced that 
its Chibougamau copper-gold 
mine in Canada would close if 
it was not sold by January. 
The company has already writ¬ 
ten off A$12Qm from the mine's 
value. 


• Present low nickel prices 
are causing expansion projects 
to be deferred and this could 
result in production shortfalls 
from the mid-1990s, the Metals 
& Minerals Research Services 
consultancy group, warns in 
its latest study. The same is 
true for aluminium, MMRS 
adds. 

Tin and lead prices have 
been depressed for even longer 
and this will hold back produc¬ 
tion capacity, “leading to sharp 
price increases in 1995-96 [for 
those metals], perhaps sooner 
for tin”. 

In contrast, the relatively 
stronger performance of copper 
and zinc prices may have stim¬ 
ulated enough expansion to 
ensure that supplies keep pace 
with demand. 

MMRS predicts that between 
1992 and 1997 nickel demand 
will rise by 22 per cent, alu¬ 
minium’s by 19.3 per cent, cop¬ 
per’s by 18 per cent, zinc’s by 
17.4 per cent, lead’s by 145 per 
cent and tin’s by 125 per cent. 
This results in an aggregate 
rise for the LME-traded metals 
of 18 per cent or 3.4 per cent a 
year. 

Metals Analysis Five Year Out¬ 
look. £625from MMRS. 2 Henry 
Street, Bath, Avon BA1 1JT. 
England. 


Rubber talks 


end with little progress 


By KJeran Cooke in Kuala 
Lumpur 

A MEETING of producer and 
consumer members of the 
International Natural Rubber 
Organisation has ended here 
with little apparent progress 
being made on the issue of 
whether or not to negotiate a 
new international rubber 
agreement 

The present International 
Natural Rubber Agreement 
expires at the end of next year 
though Inro rules allow for an 
extension of two years, subject 
to agreement 


A communique issued at the 
end of the Inro council meeting 
here said that a decision on the 
renegotiation of Inra would be 
made before March next year. 
Producer countries say they 
want a new agreement which 
win reflect changes in the rub¬ 
ber trading system and safe¬ 
guard the livelihoods of thou¬ 
sands of rubber farmers. 

Natural rubber prices have 
fallen by about a third over the 
past five years. Consumer 
countries have argued that 
producer countries have not 
put forward any real negotia¬ 
ting proposals and say that 


until that is done then the 
present agreement should stay 
in place. The consumers also 
say that producers have not 
made attempts to improve 
quality in line with requested 
price increases. 

However, there were some 
signs that the consumers had 
not closed the door completely 
on a new Inra. “I am rather 
optimistic that there will be a 
renegotiation of Inra”, said Mr 
W. Bastiaanse of the Nether¬ 
lands, chairman of the present 
INRO council. “Consumer 
countries have shown interest 
and want more information.” 


Protection 
planned 
for banana 
suppliers 

By David Dodwell, 

World Trade Editor 

THE UK and France are 
planning “intermediate mea¬ 
sures” to protect traditional 
banana suppliers. In case dis¬ 
agreement over reform of the 
Enropean Community's 
banana import regime pre¬ 
vents settlement by the start 
of 1993, Hr John Glimmer, 
Britain’s form minister, said 
yesterday. 

Addressing a House of Com¬ 
mons Agriculture Committee, 
Mr Glimmer defended a recent 
British move to break 
deadlock over the shape of 
reform by suggesting tariff- 
based options. At present, 
traditional suppliers are pro¬ 
tected by quota arrangements: 
“We are not tied to a method: 
we are tied to an end,” he 
said. 

He emphasised that the UK 
was pressing hard for an 
“imminent” breakthrough, but 
at the same time expressed 
concern at the lack of progress 
towards settlement of differ¬ 
ences between countries like 
Germany, Belgium and Den¬ 
mark, which Import cheaper 
“dollar” bananas from Latin 
America, and the UK, France, 
Spain and Portugal, which 
reserve their markets for more 
expensive suppliers (mainly in 
the Caribbean) as part of aid 
obligations under the Lome 
convention. 

Controversy has arisen 
because when the single mar¬ 
ket is set up on January 1 next 
year, cheap dollar bananas 
will be able to flow freely 
across the EC, putting the 
plight of traditional suppliers 
In jeopardy. Hr Gnmmer 
wanted that whether the new 
regime were tariff-based or 
quota-based, “countries [like 
Germany or Belgium] that 
never previously had to bear 
any burden now realise this is 
a community harden” which 
will Inevitably have an impact 
on banana prices. 

“Everybody has an Interest 
in getting a solution by Janu¬ 
ary 1. If we don’t then there 
will be five EC countries 
insisting on interim arrange¬ 
ments. . . Do we want the 
community, on the very first 
day of the single market, to be 
rent asunder by political obli¬ 
gations?” he warned. 

Meanwhile yesterday the 
European Commission 
approved a French request 
effectively halting further 
imports this year of bananas 
from Ivory Coast and Camer¬ 
oon, which exceeded their 
quotas by 16-4 per cent and 10 
per cent respectively in 
November, according to a 
I French offidaL 


Bad weather dampens US maize hopes 


By Laurie Morse In Chicago 

COLD, WET weather and early 
snow storms ended the wwi™ 
harvest prematurely In some 
parts of the upper midwest last 
week, and set market bulls In 
Chicago talking about quality 
problems that could reduce the 
size of the bumper crop. 

However, state agronomists 
and crop analysts say the qual¬ 
ity problems are localised. The 
US maize crop Is so large, and 
the quality of harvested grain 
Is so high, that there Is little 
chance that the US Depart¬ 
ment of Agriculture's estimate 
of a 953bn bushel crop will be 
revised downward by more 
than a few million bushed. 


The USDA next reports pre¬ 
liminary crop estimates on 
December 10. Final numbers 
on the US maize harvest will 
be released in January. 

Still, high moisture content 
in much of the nation's maize 
crop will require costly drying 
and special handling, trimming 
grower's profits. And In scat¬ 
tered areas, high moisture and 
a short growing season have 
lowered test weights and gen¬ 
erated mould growth - a con¬ 
dition that leaves the maize 
unfit for export or livestock 
consumption. 

“What we have is an abun¬ 
dance of good quality corn 
[maize] nationally, and an 
abundance of low quality com 


in small areas, “ says Mr David 
Miller, an Illinois-based Ameri¬ 
can Farm Bureau analyst. 

The US nwiiap harvest Is usu¬ 
ally complete by the end of 
November. However, about 7m 
bushels, or about 20 per cent of 
the crop, is still standing in the 
fluids in Iowa and Illinois, the 
biggest maize-producing states. 
About 30 per cent of Indiana’s 
maim crop is stOl in the field. 
Most of. that grain will eventu¬ 
ally be harvested, although 
formers might wait until mid¬ 
winter freezes make the muddy 
fleiflg safe for combines. In the 
meantime, the grain will be 
subject moisture and mold. 

The situation in northern 
states is more severe. Only half 


of Wisco n sin* 8 maize crop has 
been cut, and in Michigan, 
three quarters of the acreage is 
awaiting harvest. Those states 
were projected to harvest 
about 500m bushels, with more 
than half grown for on-farm 
livestock feed. 

Much of that crop will not oe 
harvested. Green, or underdfr 
veloped, kernels and mold 
have reduced the value of the 
inaim there. County officials 
report that farmers are plow¬ 
ing some, fields under, or chop¬ 
ping the maize for silage. 
“Very little of qur com Is 
intended to be abandoned, but 
a lot may end up that way,” 
says a farm agent from Wis¬ 
consin’s Sauk County. 


Argentina threatens Falklands’ fish earnings 


By Our Foreign Stall 

THE FALKLAND Islands is 
faring a heavy financial loss 89 
Taiwanese and Korean fishing 
companies prepare to follow 
Japanese companies’ defection 
to Argentine fishing grounds. 

The Argentine government 
recently decided to abandon its 
requirement that foreign fish¬ 
ing vessels register in an 
Argentine port and fly the 
national flag, while also cut¬ 
ting the price of licences issued 
to Japanese, Korean, Taiwan¬ 
ese and Spanish companies to 


fish for niex squid in Argen¬ 
tine waters. The moves 
threaten to precipitate what 
Penguin News, the islands’ 
newspaper, has described as 
the w orst crisis to face the 
British crown colony since 
Argentina invaded it in 1982. 

A large proportion of the Far 
Eastern companies that were 
offered licences by the Falk¬ 
lands government three weeks 
ago have elected not to take up 
their allocations, opting 
instead for the cheaper Argen¬ 
tine licences, which are unres¬ 
tricted in terms of control and 


last two to three years. 

Three of Japan’s largest fish¬ 
ing companies, KSJ, OSA and 
CTC. were originally offered 78 
licences by the Falklands gov¬ 
ernment. They have indicated 
that they will take up just 12: 
resulting in a revenue loss of 
many millions of pounds to the 
Falklands. 

Taiwanese and Korean com¬ 


panies are set to follow the 
Japanese and indications now 
are that the Falklands will suf¬ 
fer a revenue loss of abont 
£16m a year, although pessmis- 
tic estimates put the figure 


much higher. Revenue from 
the sale of licences last year 
amounted to more than £ 30 m, 
which comprised 64 per cent of 
the islands' annual revenue. - 
The islands’ government also 
fears damage to stocks. It.is 
understood that the Ar gentin es 
believe squid live only one 
year and that what. is not 
caught Is lost An official in 
Port Stanley said tins showed 
they did not understand basic 
squid biology. “What is not 
fished is not lost” he said, “it 
survives to breed and produce 
next year’s crop.” 


Producer resistance blamed for lack 
of progress at coffee pact talks 


By David Blackwell 

COFFEE PRODUCING 
countries have come under fire 
from consumers for being 
unprepared for the 10 days of 
talks on a new international 
agreement that ended In Lon¬ 
don on Tuesday with little 
progress. 

“I am very disappointed,” 
said Mr Myles Frechette, head 
of the US delegation, who was 
annoyed to have missed the 
Thanksgiving holiday only to 
find that “producers resisted 
talking about the issues”. 

“The whole process could be 
speeded up if we had construc¬ 
tive proposals from the produc¬ 
ers,” said Mr Robert van 
Schaageh of the Netherlands, 
chair man of the International 
Coffee Coundl 

The producers appear not to 
have taken on board the advice 
given by Mr Alexandre Beltrao, 
the International Coffee Organ¬ 
isation's chief executive, in the 
run-up to the latest talks. Cof¬ 
fee exporters would have to 
co-operate much more than in 
the past if a future Interna¬ 
tional coffee agreement was to 
be successful, be said. 


Delegates have given them¬ 
selves more time by extending 
the deadline for negotiations 
for three months from Decem¬ 
ber 3L The pact expires in Sep¬ 
tember next year and at least 
six months will be needed for 
member countries to ratify any 
new agreement 

The ICO will meet again on 
January 25 when discussions 
will continue over so-called 
“selectivity”, under which con¬ 
sumers will be able to choose 
the type of coffee that comes 
into the market 

This Is an important issue. 
One of the main reasons for 
the collapse of the ICO export 
quota system and consequent 
halving of world prices was the 
fact that consumers were 
unable to exercise their 
increasing preference for mild 
and arablca coffees over robus- 
tas because of the system's 
rigidity. 

Producers as ever put a 
cheerful face on the little prog¬ 
ress made. Mr Valdemar Car- 
neiro Leao, Brazilian delegate 
and producer spokesman, told 
the Reuter news agency there 
was a wide recognition that 
members were dealing with 


something different from the 
past “But the whole mecha¬ 
nism of selectivity Is becoming 
clearer and clearer,” he said, 
adding that the meeting had 
“almost been in an exploratory 
mood”. 

Nevertheless, prolonged 
talks on selectivity have pre¬ 
vented any bilateral discus¬ 
sions of quota shares and price 
range targets. 

One major hurdle was over¬ 
come in September with agree¬ 
ment on the principle of a uni¬ 
versal quota system - under 
which exporting countries 
would send coffee to alL desti¬ 
nations “without distinction 
between importing member 
and non-member countries”. 
Now the momentum appears .to 
have been lost 

. There have been suggestions 
that one reason for the slow¬ 
down has been the change of 
administration in the US. But 
throughout the talks Mr Freeh-. 
ette has insisted there has been 
no change in the US' position. 
"Hie US remains committed to 
finding an agreement that 
addresses the issues of the 
past” he said on Tuesday. 

The coffee agreement was 


likely to be- low bn President 
Clinton’s list of priorities, and 
was unlikely to be looked at 
until “late summer or early 
fall,” said Ur Frechette 

Ms Judy Games, analyst with 
Merrill Lynch, said observe r s 
should fo rget about differences 
between producers and con¬ 
sumers and look at the poten¬ 
tial areas of disagreement 
among the producers* ^Tbink 
about what has really, hap¬ 
pened at these talks,” she said 
“They did not even get on to 
quota shares and price tar¬ 
gets”. 

Mr Lawrence Eagles, .analyst 
with GN1, the London brokers, 
pointed out that the biggest 
stumbling block, at the. latest 
folks'had-been the., world’* big¬ 
gest producer. There was no 
doubt that the lack of progress 
was eaused by. intransigence, 
lack of preparation and a 
downgrading of the delegation 
.by Brazil, he. said:.yesterday. 
“This was seen as a. clear sign 
•that Brazil still.does not jm ayr 
where it stands on coffee., pol¬ 
icy, and there is a general feel¬ 
ing that it will continue to 
block until it has a domestic 
structure in its industry ” 


* WORLD COMMODITIES PRICES 



MARKET REPORT 

A surge in PLATINUM prices 
in early Nymex trade lifted 
precious metal prices in London, 
dealers said. The Nymex 
January platinum contract 
pushed through resistance at 
$365 a troy ounce, taking spot 
metal above resistance at $364 
before the it fell back on 
profit-taking. Dealers said they 
were looking for platinum to 
close above these levels to 
confirm an extension of the rally 
of the past two days into a new, 
higher range. The key upside 
target would then be $370, above 
which individual Japanese 
investors are expected to 


London Markets 


SPOT MARKETS 

Crude oa (per barrel F06)(Jan) 

4- or - 

Dubai 

516.40-6.45 

-.175 

Brent Blond (dated) 

51X404.46 

-625 

Brant Blond (Jan) 

S1X35-8.40 

-525 

W.T.I (1 pm est) 

519.40460 

-.175 

OH products 



(NWE prompt delivery per tonne GIF 




♦ or - 

Premium Gasoline 

5 T 98-200 

-45 

Gas Oil 

$176-177 

-1 

Heavy Fuel Oil 

$80-81 

-4 

Naphtha 

5175-178 

+2 

Petroleum Argua Estimates 



Other 


+■ or - 

Gold (per troy .az}+ 

5336.46 

■MS 

Silver (per troy ochfr 

377.0c 

+ 1.5 

Platinum (per troy oz) 

536X75 

+ 1.1 

Parted turn (per tray oz) 

59750 

+ 2 

Copper (US Producer) 

1016 c 

■OS 

Lead (US Producer) 

Be 


Tin (Kuala Lumpur market) 14.07r 

1-0.05 

Tin (New York) 

2895C 

+ 7 

Zinc (US Prime Western) 

62.0c 


Cattle (Uve weight/ 

T12.4&P 

+ X7T 

Sheep (live wetgtittf# 

7X3 Ip 

+4ST 

Pigs (live welgfftt 

6440p 

-3.75” 

London dally sugar (raw) 

S219.0W 

+ 1 

London darty sugar (white} S2S2.4W 

-0.1 

Tate and Lyle export price £251.0 

-IS 

Barley (English teed) 

£13X02 


Maize (US No. 3 yafttow) 

£15X0 


Wheat (US Dark Northern; 

U«q 


Rubber (JanjV 

6360p 

-0.S 

Rubber (Feb)V 

63.Z5P 

-05 

Rubber (KL RSS No I Jan) 224.0m . 


Coconut oil (Philippines^ 

S4775Y 

-to 

Palm Oil (Malaysian)* 

$402.5 


Copra (Philippines)* 

53175 


Soyabeans (US) 

El 69. Du 

-3 

Cotton Index 

53.70c 


Woollops (64s Super) 

427 p 



£ a tonne unless otherwise stated. p-pence/kg. 
c-cents/lo r-rfngpt/kS- y^tan/Feb i*Jait. w-Decf 
Jan *-Jan/Mar. tMoat Commission average 
instock prices.' change from a week ego VLnn- 
don physical. SCIF Rotterdam. + Bullion market 
close. jii-MjJaysian centa/Kg.♦Sheep prices an 
row live weight prices. 


re-enter the market. A sharp 
rise In TIN prices dominated 
afternoon LME trading while 
other metals tried to stabilise 
after the wide movements of 
the past few days, dealers said. 
German consumer buying 
appeared to prompt short 
covering that took three-month 
through $5,800, triggering buy 
stops. “The trouble with tin is 
that it is very thin and once the 
buy stops are satlslfied we could 
have an equally sharp setback 
(today),” one trader said. 


Compiled from Reuters 


SUGAR 

- London POX 

(S per tonne) 

Rear 

Close 

Previous 

High/Low 

Mar 

189.60 

18X40 

109.00 

May 

T94.00 


19X00 

WNte 

Close 

Previous 

High/Low 

Mar 

254.00 

25X90 

25X70 253.00 

May 

257.00 

25760 

25X90 

Aug 

263AO 


26X70 

Oct 

251.00 

250-90 

250.70 

Turnover: Raw 18 (4) lots of 50 tonnes. 

White 534 (757) Paris- White (FFr per tonne): 

Mar 139X06 May 141X06 


CRUDE 

OIL - K 

S/barref 

Latest Previous High/Low 

Jan 

T8.40 

1X49 

1X55 1X29 

Feb 

10.41 

16.48 

1X52 1X30 

Mar 

1X40 

1X46 

I960 T8S0 

Apr 

• 1X38 

1X46 

16.43 1X30 

May 

1X35 

19.44 

1X41 1X31 

Jun 

1X36 

19.39 

1X39 1X31 

Aug 

1X36 

1X35 

1X36 1X35 

Sep 

1854 

18 33 

TX37 19.34 

IPE Index 1X70 

19.10 


Turnover 25692 (44560) 

GAS OH 

L - IPE 


S/tonne 


Ctase 

rTWWS 

Hlgh/Low 

Dec 

17X25 

173 SO 

17X00 17160 

Jan 

174.50 

17X50 

17X00 173.00 

Feb 

17X50 

17X50 

17X75 17465 

Mar 

17X50 

174.25 

174.00 17260 

Apr 

170 50 

17160 

171.25 16X75 

May 

168.75 

109.75 

169.00 16X00 

Jun 

167.75 

197.75 

16X25 T67S0 

Juf 

16X25 

199.75 

169.50 16X75 

Aug 

171.00 

171.00 

17023 

Turnover 17072 (24149) lots of 100 tonnes 


WOOL 

fho firmer tendency In Australian woof 
prices came to a halt this wook. Despite 
lower offerings at the three selling centres, 
demand in the rmdde Med no categories 
was Insufficient to maintain firmness fulty, 
quite opart from pushing pri ce s into higher 
ground. Business has in general shown a 
modest improvement ea the prfco rise dkJ 
pr o cee d , and early Ideas now are that buy¬ 
ers ere more cautious again. Buying never 
become fully confident, with short-iorm 
needs only being covered The Australian 
Wool Corporation's market indicator yester¬ 
day ms at 039 cents a Kg. 


COCOA 

- Lend 

lea POX 

E/tonne 


Base 

Previous 

Wgh/low 

Dec 

704 

706 

701 998 

Mar 

735 

734 

735 726 

May 

750 

749 

750 743 

JUI 

796 

70S 

783 759 

Sep 

760 

781 

791 774 

Dec 

802 

802 

796 796 

Mar 

822 

823 

823 619 

May 

837 

837 

836 633 

Sep 

669 

866 

866 861 


Turnover. 3159 (4444) lots of 10 tonnes 
ICCO IrKftcator prices (SDRs per tonne). Dally 
price for Dec.1 767.75 (768.91) 10 day average 
for Dec 2 781-25 (781.49) 


com 

IB - Lon 

don POX 

5/tonoe 


Close 

Previous 

High/Low 

Jan 

965 

975 

969 976 

Mar 

999 

997 

1008 993 

May 

697 

699 

1006 992 

JuJ 

1002 

1010 

T013 1004 

Sep 

1015 

1020 

1021 

Nov 

1030 


1033 


Tumoven3607 (3757) loti of 5 tonnes 
ICO Indtoator prices {US cents per pound) tor 
Dec.1: Comp, darly 6T2B (59.40) 15 day average 
- 58. TO (57.70) 


POTATOES - Lo n don POX Dionne 



Close 

Previous 

Hlgh/Low 

Apr 

6X3 

63.0 

8X5 B2S 

May 

6X6 

676 

8X5 6X0 


Turnover 42 (42) Iocs of 20 tonnes. 


SOYAI 

WL - 1 

MdonPOX E/tonne 


Close 

Previous High/Low 

Dec 

14600 

152.00 


Turnover 0 (250) lets of 20 tomes. 


freight - u 

■den POX 

510/lnde* point 


Close 

Previous 

Higti/Low 

Dec 

1272 

1285 

1283 1272 

Jan 

1260 

1275 

1285 1250 

Apr 

1245 

1260 

ISO 1245 

JUI 

1120 

1124 

1120 

Oct 

1310 


1310 

BFf 

1324 

1322 


Turnover 122 (289) 

GRAMS 

- Lon 

don POX 

C/tonno 

Wheal 

Close 

Previous 

High/Low 

Jen 

134. T 5 

134.90 

134.15 1X3.50 

Mar 

13X15 

137.25 

133 25 135.65 

May 

136.40 

139.70 

138 75 138.15 

Nov 

11X50 


110 50 11X50 

Barley 

Close 

Previous 

High/Low 

Jan 

13X65 

13X10 

13365 13X05 

Mar 

13X75 

13X75 

13X20 135 50 

Turnover Wheat 522 (354). 
Turnover lots of 100 Tonnes 

Barley 414 (60). 

i. 

PIGS - 

London 

i POX (Cash SetJemon!) p/kg 


Close 

Previous 

High/Low 

Jen 

10500 

105 5 

f 04 QQ 


Turnover 1 (3) lots of 3,230 hg 


LONDON 

MKTAL EXCHANGE 

(Prices supplied by Amalgamated Metal Trading) 


Close 

Previous 

High/Low 

AM Official 

Kerb dose Open Interest 

Aluminium, 9X7% purify (5 per tome) 



Total dally turnover 27.875 lots 

Cash 

3 months 

1186-69 

1211-12 

1197-96 

1219320 

1222/1210 

119X5-200 

1220-2X5 

1215-16 183,940 tote 

Copper, Grads A (£ per tonne) 



Total deny turnover 29,666 lots 

Cash 

3 months 

1400-01 

142X24 

1420-21 

1445-46 

1400571400 

1432/1424 

1399.5- 400 

1424.5- 26 

1427-28 154,766 tots 

Lead (£ per tonne) 




total daHy turnover 3JB51 lots 

Cash 

3 months 

295*5-9X5 

305.5-06 

30154X5 

314.5X0 

296/294 

310/30X5 

293-94 

303-0X5 

307-08 24,172 kits 

NWte (S per tonne) 




Total daHy turnover 7,758 late 

Cash 

3 months 

5545-50 

5620-25 

5505-15 

5580-90 

5576 

5700/5480 

5676-78 

5650-55 

5680-65 39,851 lots 

Tfci |S per tonne) 




Total deify turnover IjBTO krtz 

Cosh 

3 months 

5806-15 

5860-70 

5680-70 

5725-35 

5900/5740 

5675-00 

573041 

5000-10 1X256 kite 

Zhe, Special High Grads (5 per tofine) 



Total daHy turnover 1X583 lots 

Cash 

3 months 

1056-80 

1077-78 

1080-62 

1098-99 

1048/1047.5 

1090/1066 

104X40 

1057-66 

1084-85 7X269 lots 


LME Ctoring E/S raise 

SPOT: 1.5465 3 months: 1.5366 0 m onths: 1.S2S0 9 months: 1.5174 


LONDON Mill ION MARKET 

(Prices supplied by N M Rothschild} 

Gold (troy oz) 

_ S price _ C equivalent 

Close 33530-336.60 

Opening 335.00-33S.40 

Morning fix 335.10 217.207 

Afternoon fix 335.65 217.038 

Day's Wgh 336.50-339.70 

Day's low 334.90-33520 


Loco Ldn Mean Gold Lending Rates (Vs U8S) 


1 month 

1.91 

6 months 

248 

2 months 

1.95 

12 months 

2.60 

3 months 

200 



SBvsr Its 

p/troy oz 

US eta equiv 

Spot 

24X35 

37X75 


3 months 

247.60 

37X30 


8 months 

251.70 

382.95 


12 months 

259 20 

39X90 



GOLD COWS 


S prico 


C equivalent 

Krugerrand 

355.00-333.00 

217-00-21X00 

Maple leaf 

345X5-34X10 

- 


New Sovereign 78.50-61.50 

51-00-6X00 

TRADED OPTIONS 

Alum Mom (99.7 

Calls 


Puts 

Strike price S tonne Jen 

Apr 

Jan 

Apr 

1150 


56 

78 

6 

13 

1175 


39 

61 

T2 

20 

1200 


25 

48 

23 

30 

Copper (Grade A) 

Colls 


Puts 

2100 


88 

107 

6 

16 

2150 


49 

73 

19 

31 

2200 


23 

46 

43 

54 

Coffee 


Jan 

Mar 

Jan 

Mar 

900 


85 

112 

T 

13 

950 


43 

77 

9 

28 

1000 


15 

49 

3f 

50 

Cocoe 


Mar 

May 

Mar 

May 

700 


SS 

78 

21 

28 

725 


41 

63 

32 

38 

7S0 


31 

51 

47 

51 

Brant Crude 


Jan 

Feb 

Jen 

Feb 

1600 


46 

30 

12 

30 

iaso 


16 

40 

28 

53 

1900 


4 

26 

67 

77 


New York 


GOLD 100 troy oz.; S/troy oz. 


Close 

Previous 

Wgh/Low 


Dec 

gyp 

33X1 

33X9 


Jon 

fmti 

33X7 

0 

0 

Feb 

338 & 

33X1 

337.7 

33X4 

Apr 

33X2 

337-4 

33X0 

337.8 

Jun 

338j3 

339J 

340.4 

33X6 

Aug 

341.6 

340.6 

34X2 

341.7 

Oct 

34X5 

34X7 

0 

0 

Dec 

34X4 

344J 

34X1 

34X1 

Feb 

347.7 

34XB 

34X3 

34X3 


PLATOlfM 90 troy oz; Iflroy oz. 



Close 

Previous 

■ m -i- m - 

ntgn/uow 


Jen 

364.1 

36X2 

366*5 

36X5 

Apr 

362.3 

36X6 

364D 

301.5 

Jul 

361-3 

3696 

36X6 

361J1 

Oct 

38X3 

301.6 

0 

0 

9M.VER 6,000 tray ozz centa/tray oz. 


Close 

Previous 

Htgh/Low 


Dec 

37X3 

373j0 

376-5 

373.0 

Jan 

374.3 

374.1 

374.Q 

374.0 

Feb 

37X2 

37X0 

0 

0 

Mar 

3775 

377JO 

379-5 

377J) 

May 

380.1 

37X9 

38X0 


JIM 

38X6 

36X6 

304,5 


Sep 

38X7 

3S5JB 

0 

0 

Deo 

39X4 

39X2 

30X0 

39X6 

Jan 

391.7 

391.5 

0 

0 

Mar 

395.7 

39X5 

398J) 

39X0 

WGH GRADE COPPER 2X000 tom centsffbs 


dose 

Previous 

Mgh/Low 


Dec 

97 JOO 

96.55 

97 JO 

9X56 

Jan 

97.40 

9X96 

97.55 

97.00 

Feb 

97.90 

97 AS 

0 

0 

Mar 

9X30 

97.65 

MM 

97.70 

Apr 

9X70 

9X25 

0 

0 

May 

99.20 

98 76 

99.45 

9X80 

Jun 

9X50 

99.10 

0 

0 

Jul 

99.90 

99 SO 

10X10 

9X00 

CRUDE OX (Light) 4X000 US galls S/barraf- 


Latest 

Previous 

Mgh/Low 


Jan 

1X49 

19.51 

1X54 

1X36 

Feb 

19.63 

1934 

1X56 

1X41 

Mar 

19.56 

1X53 

1X61 

19.48 

Apr 

19.61 

19 61 

19.63 

TXS3 

May 

19.60 

1942 

19.64 

1X55 

Jun 

79.63 

19.63 

19.68 

7X56 

Jui 

19.65 

19.64 

1940 

1X67 

Aug 

19.64 

19.66 

19J04 

1942 

Sep 

10.60 

19.58 

19L67 

1X60 

Od 

19.67 

19.67 

19.87 

19.67 


HEATMG Oft. 421000 US galls, cants/US gaits 
Latest Previous Hlgh/Low 


Chicago 


Jan 

6X05 

9X64 

5X35 

5X70 

Fab 

56*55 

9X47 

5X8Q 

8X28 

Mar 

5X00 

SSJB6 

5X15 

56JD 

Apr 

6X00 

64.94 

8X00 

54.70 

May 

5X90 

5X87 

54,00 


Jwi 

53J55 

5X42 


6X40 

Jul 

5340 

5X67 

8946 

5X60 

Aug 

54.10 

54.20 

0 

0 

Sep 

5X25 

6X35 

5X40 

5540 

Oct 


9X30 

6X60 ' 

5X40 

COCOA 10 lomaa^/tonnas 


Close 

Previous 

Higtt/Low 


Oac 

987 

862 

990 

971 

Mar 

1027 

1019 

1032 

1007 

May 

1064 

1045 

1057 

1089 

Jul 

1077 

1070 

1078 

1070 • 

Sep 

1099 

1090 

1096 

1067 

Dec 

1134 

1120 

0 

0 

Mar 

1169 

1159 

Q ‘ 

0 

May 

1191 

1179 • 

a 

0 

Jul 

1212 

1203 

0 

0 - 

Sap 

1233 

1223 

1220 

1215 

COI1TL "C” 37J900M; cante/tos 


Qoae 

Previous 

Hlgh/Low 


Dec 

7X25 

74*85 

7X30 

7X90 

Mar 

7X55 

7X70 

77 m 

7320 

May 

7X70 

7X50 

mm 

7X35 

Juf 

80.10 


81.00 

7X26 

Sep 

81.76 

81*50 

8X29 

81D0 

Dec 


63.65 

8X00 

6420 

Mar 

8X00 

8X50 

87 DO 

3X00 

SUGAR WORLD ”11” 112,000 Rn; oente/lbs 


dose 

Previous 

High/Law 


Mar 

XB2 

6.40 

8L63 

X46 

May 

6-65 

X6S 

X68 

8.02 

Jul 

X73 

X73 

8.76 

X70 

Oct 

X74 

X78 

X77 

X72 

Mar 

X81 

X83 

0 

0 

May 

X85 

&90 

0 

0 . 

COTTON 50,000? cante/lbs 


Close 

Previous 

High/Low 


Dec 

SX43 * 

6X52 

6X46 

5723 

Mar 

6X01 

SXfO 

5X35 

57.65 

May 

6X10 

6X18 • 

68.40 

SX66 

Juf 

5BS5 

6X73 

6Q.T5 

5X45 

Oct 

60X0 

B0J2D 

8X40 

59.70 

Dec 

60.15 

6X20 

0X20 

6925 

Mar 

6X70 

6X60 

6X60 

5X70 ' 

May 

• 61-26 

81.10 

0 

0 


SOYABEANS 5000 bu ndn; gmtaftOO bushd. 
dose . Previous High/Low 


Jan 

Mar 

May 

Jui 

Aug 

S«P 

.Nov 

Jan* 


962/4 589ft 

55414 
96BM 
578/2 
577ft 
576f0 
582/2 


972ft 

577/0 

578/2 

577/2 

882ft 


067/4 

572M 

976ft 

57W4 

678/0 




574/4. 

977ft 

976/4 f 

950ft | 

0 ' 
•„1I 


SOYABEAN OIL 90,000 lbs: cents/fb 


■i 


I I 


Close Previous High/Low 


* 


Dec '-20-37 2034 ’ 2056 

Jan 2040- 2044 - 2066 

Mar 2065 ' 2064 2067 

May 2080 . 2070- . 2KL96 

M 2087 2065 - 21.10 

Aug 2035 ‘ 2065 “ 21.05 

Sap 20167 2086 21.10 

Oct 2QL60 2061 2146 


2032" 

2041 

2Q 62 

,2074 

2060 

2069” 

2097. 

20160 


SOYABEAN MEAL 100 ton* S/ton 


Previous . Hlgh/Low 


Jaa 

Mar 

May 


Aug 

Sep 

Oct 


17X3- 

T78J9 

T79LB 

181.1 

1804 
1842 
1862 

1805 


1702 

179.T 

1704 

1609 

1602 

184.1 

1601 

187.0 


179.1 
1701 
1707 

191.2 
1805 

184.3 

186L3 

187.0 


477.1 * 
.1778 
1706 ' 
was r 
1808 1 
||4jj 1 

165.1 . 

166.0 I 


MAI2E 5,000tw mine oanteftBto bushel. 
Ckm Previous High/Low 


. 210ft 
Mar ZfBft 
May 227/4 
Juf 232ft 
Sep 237/4 
Dec 242ft 
Mar 248ft 


210ft 

219ft 

227/4 

232ft 

297/2 

2W 

248ft 


21212 

221/4' 


234/4 

238/2 

243ft 


210/0; 
219/2 
227/01 


24314 1 
24*4 


OHANfiE JUfCfi 15,000 lb* cents/tos 



Close 

Previous 

Hlgh/Low. 


. 

Jan 

9920 

9X15 

99.90 

9X00 ' 


Mar 

10X20 

10X60 

10X50 

9X00 


May 

loan 

10X00 

10X00 

9X70 


Jut 

10X29 

101.05 

10X25 

9X25 


Sep 

101 DO • 

10X30 • 

102.00. - 

10X00 


Nov 

10126 

10X05 

10X00 

10X00 


Jen ■ 

■10125 

10X05 

0 

0 

. ■ 

Mar 

10128 

10026 

o - 

0 


May 

10129 . 

10X05 

0 

O' 


BRUCES 


REUTERS (Bose:September 18 1931 - 


100) 







Dec2 

Dec.1 

mntti ago yr ago.| 



1674.1 

166X0 

166X1 

16422 


| DOW JONES (1 

Base; Dex 31 1974 - 

TOO) 

■ 


Dec.1 

HwM 

omth-sgo 

yrags 


SAM 

12X48 

12022 

11X93 

11X28 


| Futures 12X22 

12X08 

11X1B 

12X21 



WHEAT 5,000 bu min: ceffeftOtti-busbaf 

w 1( 

■4 ■ 


cross . 

Previous 

Hlgh/Low 

•• 

■s 

Dec 

37910 - 

. 375ft . 

374/0 

373/4* 

Mir. 

362/4. 

- 386ft . . 

'' 364/0* 

3Q2/0 * 

May 

347ft 

,349ft 

346/4 

346/4 

JUI 

322ft 

324ft' 

224ft 

■ 

322ft; 

Sep 

328/4 

930/4 

330ft 

338/4, 

Deo 

340ft 

340ft - 

340/4- . 

340ft > 

UVE GATTU 40JJ0Q lbs; cefUB/lbS . 

V.-i 


Ciase 

Previous 

Hlgh/LOw 

■ 

_ .c_ 

Dee 

7X425 

7X525 ' 

7X880 

7X300 

Feb 

7SJBTS 

2X675 , 

-74200 • 

7X700 

Apr 

74.176 

7X125 

74260 

740GQ 

Jim 

71200 

7X625 

.71273 . 

- 7X822 

Aug 

69275 

69275 

.6X769 

. no osi) 

Oct 

6X960 

6X960 

7X300 

annul} 

Dec 

7X050 

7X150 

7X400’ 

7X060 

UVE HOGS 4<uxn Rr/centelttM . 

■ 


dose • 

Previous 

MghlLoiw- 


Dec 

44, res 

-4X000 - 

44300 - 

44 tm 


Apr 

Jwi 

JUI 

Aug 

Oct 

Dec 


43.080 

41 MS 
4S.9ffft 
44200 
40600 
40900 
4.100 


44 JOBS 
41.550 
4*073 


44.050 

41.780 

46.000 


43400 

40856 


41J30Q 


403QQ' 

40200 


44800 

4X805 

40800 

4X000 


PORK BBISS 40 , 0 X 1 to* oentsAb 


'V' 


Close . Previous HfgtoLew 


_ s 


Feb 

Mar 

May 


Aug 29.625 


36879 
4L150- 41.100 

40200-. 41.750 
40600 


40600 

41600 

41650 

40660 



40(65 

40-500 


1 


4 

1 


1 

r 

Ip 


i 

I - - V 

I • 

I 




! 

I 










r 

■'! 


i 
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■ By Terry Byland, 

UK Stock Matfkttl Editor 

■ ■ , a 

THE FOUR day run of gains in 
the London stock market was 
abruptly reversed yesterday. 
Although traders maintained 
that selling pressure was light, 
the FT-SE index listed stocks 
.reacted sharply to a batch of 
discouraging developments. At 
. least two leading securities 
houses were buyers of the non- 
Eootsie stocks, however and 
selected demand from the US 
was reported in the store sec¬ 
tor.’ 

■ ■ At the close, the FT-SE Index 
was down 27A12,764.1, a shade 
above the day's low but lack¬ 
ing support after Wall Street 
had come in with an early loss 
of 12 point on the Dow Aver¬ 
age. London was 17 points off 
when its day started and 

not sustain an attempt to rally 
during the first hour of trad¬ 
ing. But the FT-SE Mid 250 
Index, which has been lagging 
the. main market, added 6.3 
yesterday and trading volume 
in non-Footsie stocks well 
exceeded that in Footsie listed 
shares. 

Among factors negative for 
the stock market yesterday, 
strategists pointed to criti¬ 
cisms of the European 
exchange rate mechanism from 
Mr Helmut Schlesinger, presi¬ 
dent of the Bundesbank. 
Although sterling remains out¬ 
side the ERM, currency dis¬ 
tress is unhelpful for interna- 

Granada 
in active 
session 

RESULTS well ahead of even 
the most optimistic forecasts 
sent shares in Granada ahead, 
stimulating good, two-way 
business as the recent surge in 
the shares opened the way for 
some profit-taking. The shares 
had Jumped up 30 at one stage 
in before falling back, one line 
of 2.7m being sold into the 
market at 330p and placed 
immediately at 332p, in late 
trading. They closed at 334p, a 
rise of 25 on the day. Profit 
forecasts for the current year 
were upgraded to a range of 
£150m to £165m. Smith New 
Court was one of a number of 
houses to turn .positive on the 
stock. 

The results, mostly achieved 
through rationalisation and 
efficiency measures, again 
Taised questions over Gran¬ 
ada's Strategy in maintaining 
earnings growth. However, Mr 
Hamish Dickson at Hoare 
Govett, joint brokers to the 
group, said that acquisitions 
were not an urgent need and 
he predicted reputable profits 
growth over the next two 
years. Others were less sure. 
Mr Mark Fhmie at County Nat- 
West said: “We believe that the 
need for an acquisition to pro¬ 
pel long-term earnings growth 
is a real one.” 

Possible targets touted in the 
market ranged from other tele¬ 
vision group®, which the Gran¬ 
ada management is said to be 
acknowledging as a matter of 
“not if, hut when”, to catering 
companies. With a counter bid 
for Gardner Merchant, the 
Forte catering subsidiary, all 
but ruled out (an imminent 


NEW HIGHS AND 
LOWS FOR 1992 


lEVMQHSp^b 

AHERICAIIS (f) Lodtood, VIEWERS 4 
ottTHiais m a<rfmgr (HP), naan 
SERVICES (S) Hay*. SbMmr (Q. Stfco. 
CHgucJu a pi Cfods intL, hum— d |H. 
cofriRAcnwa t construction m nsm, 
CLECntOMCS (9) EtacU'ocanopfc, Micro 
FfeoRfc Hodh—, EMQWOWQ GE N ERAL 
CT] Carckx. FOOD tfAMUFACTUOttQ (R 
Acftto* & HiAdmon, FOOD RETJULMG 
A Anna, lealand Ftqzmmk Salnsbory. 
HEALTH A HOUSEHOLD (2) AmnhRffl 
IsifL. HunMgti, HOTELS A LEBURE p) 
Ocmte. DO 7bp Pff. RnURJMn UFC 
(9) BftamMC. RffUQi- Tnio. S 6 pc Pf., 
WVESniENT TRUSTS D*) Alflinca TbL, 
Brftfctfi AMta tL "OB. BecSrio A Goiwral. 
Rral rtiWfuilna hr. A CoL CnS rpri aa , GT 
Vmkn, Gomd Aner. SfnNr. Co's. Jovm 
he.. Low Debvntm. MAG Cap^ MaK«m 
UK India, Mazzanlno Cap^ Monty Inc. 

B. Murray ML B, R*w A More. Amor. Cnp-, 
SphM 2m PL. MEDIA <*> CMMl ITV. 


OTHER SffiOSnOAL MATERIALS P} BTR. 
DOWN. a 92 w 93. Do ■94-86, PACKAQV9G, 
PAPER A PRMIWO « Bowator 7 It pc Pf- 
61 hMS, STORES m Bom, Fine Ait Dm. 
KA gS lw r. I MFl Fumfturo, N e wt, SotHo bm . 
TRAM8PORT (1) PowMI Dulfryri. 

HElf LOWS {ML 

C — WARS ( 1 ) GuE Canada. BUOJHKO 
materials (1; bmoca JnmiMit. business 
SERVICES(T) Bridpand.CtfEMRSAUffl 
CmM 7pCv.Pt TO. CONGLOMERATES 
CH Poitv Chadbum, COHTRAC1WQ A 
CONSTRUCTION ( 2 ) Balt Bran.. GaMtonL 
UCTROMCS (2) Grtsoby. MolyitJc. 

1i— lUWIQ AEROSPACE tl) ipeco. 
PKWERWU QERBRAfc (11 WHMSOS. 
HEALTH A HQUB—OU* {1> MtowMd, 
HOTBS A LB 8 URE CD Eino Dtonay, RsoorL 
MEDIA fl)y*ka> T>im-7m* METAL A 
TAL P O RM BM p) CL iBS Cfgi I AH Bn il R 
P) RL Giobaf. Hornby. MOTORS ( 2 ) Contra! 
Mir. AuCw, DapanAam, OR. A GAS {1) 
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reversed on modest selling 


FT-SE Actuaries Share indices 


FT-SE lOO 
2764.1 -27.9 


tional investors in equities. 
However, a US securities house 
commented that forced devalu¬ 
ations and cuts in national 
interest rates would help the 
re-stimulation of the global 
economy on -whicb the UK 
stock market is pinning its 

faith. 

Weakness in the Hong Kong 
markes and in global oil prices 
continued to unsettle some UK 
stocks and there was a mi™ ! 


2650.8 * 6.3 


THE OK SERIES 


FT-A ALL-SHARE 
1309.32 -9.44 


response to a batch of trading 
statements from blue chip 
names. 

Firmness in sterling together 
with a lower dollar restrained 
the International stocks. 

The premium on the Decem¬ 
ber Footsie futures contract, 
which had been a 
positive force for equities, was 
reined in yesterday, when 
the contract fell back below 
the 2,800 mark briefly 


gained in the previous session. 

There was a modest sell-off 
in shares in the afternoon 
when the market also took 
aboard warnings against over- 
confidence on economic 
growth bom both GATT and 
the European Commission. 
However, the selling bout was 
soon over, although share 
prices made little recovery. 

Seaq reported trading vol¬ 
ume remained high at 624.2m 


TRADING VOLUME IN MAJOR STOCKS 
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announcement is expected that 
Forte has sold it to its manage¬ 
ment), Sutcliff Catering, owned 
by P&O, may be a target 

Tarmac alert 

Housebuilder and building 
materials group Tarmac 
resumed its position as one of 
the market's favourite take¬ 
over plays. BTR, the conglom¬ 
erate was widely tipped as a 
potential predator There was 
more intrigue for the market 
when Cazenove, the broking 
house was said to have been a 
keen buyer of Tarmac Caze¬ 
nove is broker to BTR, but also 
to Tarmac. 

The shares sped up 6 to 96p, 
after 97p on turnover of 12m, 
the heaviest single day's activ¬ 
ity since late September. 

Takeover stories have sur¬ 
rounded Tarmac for many 
months. Minorco, the overseas 
arm of the Harry Oppenheimer 
group of companies, was 
widely rumoured as a potential 
bidder for Tarmac earlier this 
year. Tarmac’s building mate¬ 
rials operations were seen as 
the star attraction. In the late 
1980's Minorco launched an 
ultimately unsuccessful bid for 
Consolidated Gold Helds, the 
mining group. 

More recently, however, the 
market has warmed to the 
acquisition by Tarmac of the 
previously government-owned 
Property Services Agency. 

GEC displeases 

The market gave a decided 
“thumbs-down" to GEC shares 
after the group delivered a 3 
per cent increase in half-year 
profits and a 5.1 per cent rise 
in the interim dividend. Both 
figures were at the top end of 
the market range, but foiled to 
please some of the sraper-opti- 
mlsts. 

“The headline number was a 
shade below the figure the 
market was going for, but it 
was certainly not disappoint¬ 
ing, nor was the dividend," 
said one specialist who 
believed the market had “sim¬ 
ply got overexcited." 

Analysts quietly trimmed 
estimates for full year profits 
from the £860m-plus pencilled 
zn ahead of yesterday’s figures 
to around £840m. GEC shares 
settled 9 off at 263p on disap¬ 
pointing turnover erf 6-3m. 

Dull figures from Bass cou¬ 
pled with a cautious statement 
sent the shares into retreat and 
the shares slipped 15 to 585p. 
The market had hoped for 
some positive news on the 
hotel and leisure sector, but 
the company remained reti¬ 
cent. Although the Holiday Inn 
division was said to be improv¬ 
ing in a difficult market, dis¬ 
cussions with Queens Moat 
Houses over extending the two 
groups’ interests produced lit¬ 
tle comment from Bass man¬ 
agement Queens Moat shares 
slipped 1% to 44p. Analysts 
suggested that Bass was dis¬ 
cussing potential deals with 
other, mostly US hotel groups, 
and that a deal over extendhig 
the Holiday Inn flag was still 
alive. 

The cautious Bass comment 
sent shares in Scottish and 
Newcastle tumbling 8 to 413p. 
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Prudential took its stake in 
Vaux, the hotel and brewery 
group, below 3 per cent The 
shares shaved a penny to 206p. 
Whitbread Investment Com¬ 
pany took its holding in 
Greene King to 6.5 per cent, 
the shares adding - 2 to 470p. 

There was further severe 
punishment for HSBC shares 
after the latest slide by shares 
on the Hong Kong market. 
HSBC plunged a further 22 to 
480p in London yesterday with 
dealers highlighting the excep¬ 
tionally high level of turnover 
in the stock - 22m shares - 
which they said indicated 
unusually large selling pres¬ 
sure. Standard Chartered 
dosed 15 off at 528p. Barclays 
bene fited from switching from 
HSBC and Standard, the shares 
moving up 6 to 388p cm 9.5m 
traded. 

Merchant banks with 
marketmaktog activities rose 
sharply, with institutions 
aware that recent record per¬ 
formances by the equity mar¬ 
ket could well mean good prof¬ 
its for dealing firms. But there 
were hints that more job losses 
could be in the pipeline. SG 
Warburg settled 10 firmer at 
496p and Kleinwort Benson 
rose the same amount to 289p. 

The prospect of an avalanche 
of claims arising from the 
floods affecting the UK, hit the 
composite insurance stocks. 
Commercial Union fell 15 to 
607p, General Accident 13 to 


588p, Guardian Royal 6 to 177p 
and Royal 12 to 265p. Sun Alli¬ 
ance settled 10 down at 336p. A 
switch out of BOC, down 15 at 
758p. and Into ICI was said to 
he being advised by Smith New 
Court. ICI shares rose 14 to 
i027p. 

A weak US dollar depressed 
many drug stocks. Profit-tak¬ 
ing also affected Wellcome 
leaving the shares 20 adrift at 
1042p. 

Reports that the ministry erf 
defence had signed a memoran¬ 
dum of understanding with 
Kuwait for the UK to supply 
defence equipment caused a 
late run in GKN. The shares 
jumped 15 to 4l9p. The com¬ 
pany is expected to be one of 
the main beneficiaries of such 
a deal through the supply of 
the Warrior and Piranha 
armoured vehicles. 

One analyst speculated that 
such a deal may be worth as 
much as £75Gm to GKN. The 
availability of a sizeable line of 
stock was said to have been 
the reason for the early decline 
erf P&O. The stock was later 
reported to have been been 
cleared but sentiment 
remained depressed by a sell 
recommendation from Yam- 
aiefai. The shares closed 6 off at 
491p. US buying helped 
Tiphook bounce 30 to 305p. 

Bid speculation returned to 
Lucas Industries with GEC 
being the new name among 
possible predato rs. Th e shares 
jumped 10 134p. BTR has also 
in recent weeks been men¬ 
tioned as a possible bidder for 
Lucas. 

US buying was reported in 
Rolls-Royce where the shares 
finned 2 to 104p, in trade of 
4.7m. FR Group were wanted 
and the shares jumped 9 to 
200p. A positive recommenda¬ 
tion from SG Warburg helped 
TAN add 9 to 147p, though the 
broker was said to be negative 
on Kwik-Fit which caused the 
shares to give up B to 94p. 

Speculation that Vickers 
may soon win a tank order 
from the Middle East caused 
the shares to firm 5 to 89p. 

Shares in Booker advanced 
26 to 370p as James Capel was 
reported to be recommending 
the stock. 

News of slightly disappoint¬ 
ing new connection figures for 
November at Vodafone, the cel¬ 
lular phones group, were 
behind the 9 drop in Vodafone 
shares to 397p on turnover of 
23m. 

Telecoms specialists said the 
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shares against 631.1m, with 
yesterday's total boosted by 
good volume in the smaller 
stocks. Tuesday’s retail busi¬ 
ness was worth £l.2bn, re-om- 
pbasising the weight of invest¬ 
ment cash now moving 
through the stock market. 

Trading results from Bass, 
the brewing group, were not 
weD-received in the stock mar¬ 
ket but Granada, the entertain¬ 
ments company, rose sharply 
on its profits statement. Trad¬ 
ers noted that neither factor 
appeared to shift the market's 
overall view of the consumer 
sectors, which remained rela¬ 
tively steady yesterday. 

Market strategists appeared 
alarmed by the shakeout which 
was regarded as only to be 
expected after the recent 
advance. Some believe that 
confidence could be tested 
after Christmas if the French 
and German economies remain 
sluggish. However, equity 
chartists believe that the Foot¬ 
sie could be tested down to the 
mid-2,600 range without aban¬ 
doning its currently bullish 
stance. 
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new “Lowcall" sales initiative, 
which promotes a new low 
rental tariff had proved a dis¬ 
appointment with “Lowcall” 
subscribers of 16,500 said to 
have been made up of 8,500 
brand new customers and 7,500 
customers shifting to “Low- 
call" from the existing Voda¬ 
fone system. 

MicroFocus continued their 
excellent recent performance, 
adding 50 more at 2658p while 
there was further discreet sup¬ 
port for Scboles Group which 
moved up 9 to I19p. US buying 
of Sears helped the shares 
advance 4 to 96p with 9.8m 
traded. 
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Joel Klbazo, 

Christopher Price, 

Steve Thompson. 

■ Other market statistics. Page 


& SUB-SECTIONS - 

Figures in parentheses show number of \ 

stocks per section No. 

11 CAPITAL GOODS 1175). . ~ 79988 

2 Building Materials <231 . 734 79 

3 Contracting, Construction 126).. 656 07 

4 Electrical* <9> 2243 97 

5 Electronic* <28).?1S6 23 

6 Englneering-Aerospace tfci. . . . 261 b3 

7 EnglneerlRflhGeneral (43). 464 29 

8 Metals and 4/letat Forming (71 . 297 24 

9 Motors (15>. 343 48 

10 Other Industrials (18). 1B62 52 

21 CONSUMER GROUP (192).1711 27 

22 Brewers and Distiller* (25). 204106 

25 Food Manufacturing (19). 1294 68 

26 Food Retailing (18).3107 77 

27 Health and Household (261 . . 4286 90 

29 Hotel* and Leisure (18i. 1207 21 

30 Media (261 . 1713 98 

31 Packaging, Paper & Printing (17) . 755 09 

34 Stores (33)..1132 87 

35 Textiles(10).71098 

40 OTHER GROUPS <U5) 1400 03 

41 Business Services (17). 1432.48 

42 Chemicals (22) .1369 34 

43 Conglomeraies(lO).138893 

44 Transport (13) 2641.1* 

45 Electricity (16).1496.51 

46 TelephoneN*lworksC4) .. .. 1676 25 

47 Watertll) .3145 36 

48 Miscellaneous(22i. . 2409 28 

49 INDUSTRIAL GROUP (482) .... 1383 57 

51 011 & Gas (IB).2164 62 

59 S00 SHARE INDEX (500). 1457 14 

61 FINANCIAL GROUP (82). 844 25 

62 Banks 19). .1152 06 

65 Insurance (Life) (6).1724 37 

66 Insurance (Composite) (7) . 628 67 

67 insurance (Brokers) (10) . .. . 70312 

68 Merchant Banks (6) . 464 64 

69 Property (30). 61129 

70 Other Financial (141.269 89 

71 Im/estmcfit Trusts (69). 127448 

99 ALL-SHARE INDEX (651). 130932 
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EUROFIMA 

European CcrTtp^rt bMtormjco 
ctRjblfOkiP ijpf* 

U.S. $250,000,000 

Deutsche Mark LIBOf) Based 
Floating Rate Notes due2002 

For the Interest Period 3rd 
December. 1992 !o3rd March. 
1993 the Moles will cany 
an ftileresl R ale oi bSISS** 
per annum with Coupon 
Amounts of U S. 516.28. U.S. 
St62.81 and US 516.281.25 
per U.S S1.000. U S. S10.000 
and U.S. S1.000.00a Notes 
respectively. The rcUvam 
Inrerest Payment Date will be 
3rd March, 1993 

Swiss Bonk Corporation 
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EQUITY FUTURES AND OPTIONS TRADING 


PROFIT-TAKING saw Footsie 
ftrtares surrender most of the 
gains acquired over the last 
four sessions as turnover fell 
hade to more modest levels, 
Joel Kibazo. 

The opening trade in the 
December futures contract on 
the FT-SE was struck at 2,792. 
The contract then traded in a 
narrow range of 2,790 and 
2.799 for the next few hours 


occasionally breaching the 
2,800 level, though trading 
volumes were very light. 

The tall in gilt prices follow¬ 
ing the gilt auction, along 
with early foils on Wall Street 
took tbeir toll in mid-after¬ 
noon and the contract 
retreated sharply, faffing to a 
day’s low of 2,773 and polling 
the underlying cash market 
lower. 


December finished at 2,777, 
a decline of 30 on the previous 
session and around 9 points 
above its estimated fair value 
premium to cash of about 4. 
Turnover was Just under 6,000 
contracts. 

Volant es in traded options 
continued to decline and 
reached a meagre 22,310 lots. 
Turnover In the FT-SE 100 
option was a poor 6,058 con¬ 


tracts. Rolls-Royce was the 
most actively dealt stock 
option with a total of 2,642 
lots, with the March 160 calls 
and the December 100 pats 
equally busy. This was fol¬ 
lowed by HSBC, In which 1,402 
contracts were traded. 

NatWest Stockbrokers 
announced it had polled out of 
the traded options market 
after a strategic review. 
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0727,48181 
+03 - 

#11 - 
+12 “ 


+01 
+0 2 
+13 9 
+19 8 
-6 7 
+6 0 
+03 
+02 
•13 9 
+2* 
+2*4 
+18 6 
-67 
+60 
+03 
+1 2 


Lancashire & Yorkshire Assce Society 
MowiacrKMl RlooiW Rd. KotfMiei 07094 
CagHalSecure - _ 26*39 269 79 

8a iwm Portfolio 170 31 1B195 . 

UlH Bo+user ... 1 IB 37 120 79 
fawettor ... 177 34 1009b 

- CapHai Bellter Jb* 93 66 34 


26*39 
178 JJ 
1 IB 37 
177 34 
6*92 


IllMfftiW Life pit 
BaimodL Oodenur Gt* 7*2 
Life Freda 

Managed Ser 3 Am... 433 5 
Property Ser 3 Act 4014 
American Ser 3 Acc. . 332.5 
HAS Yield 5*3 Are . 666 3 
Gift-Edge Ser 3 Act .378 3 
Stay Ser 3 Acc . . 374 2 
tamtalfcrSJkx. 2940 
UKEreity Ax 375 9 

Jana Acc. 148 fa 


0452371371 


UK Expiry Ax 
jjqueAcc. 
fatal** Gift Aft 
HentancaAuL 
Perpetual tec. 
Grew See 3 act 

Exrqpcax 
Far Lett. 


Pte. Property Acc 
Pmi Gih-Fdfx Acc. . 
Pens tateex Un* Au .. 
Pot Rlreey MH Acc 
Poa UK finally Acc. 
Prm i n n iu re m ktt. 
faeadmte PmAx . 
Poptell PemAcx 
WoohrirtiAcc. 
faraerijbfvviilLlfe 

life Fata 
Gremtfa 


1693 
1684 
24L6 
5236 
117 5 
1304 

16*9 

2253 

219 9 
175.5 

220 5 
4099 
3t*6 
205 1 
3S6 
27b 9 


nremcroL 
Secure Capital 
Eoutty . 


*42.4 

33*2 

3393 

268 3 

1070 

569* 


1400 7 
1400 7 


Pms Man Ser 1 Are . J<UX 
Fra Mae Scr 3 Acs. I*CX 
fameriy Imperial Ult UriU 
UfePta 

Mau+edAu 22 

GIH-Edga Acc . . 19; 

!5KM5&-...S 

jSj 

CoimtrTrMcalUlv 
Ufe Fred> 

&aSi&: l» 


222.4 
192ft 
7273 
304 7 
179ft 
2009 
J4J 4 


pyxsfcUxayd. 

ftoiGl<t-Edte . 

PraOfoout. . 

Pew Pi ire i ll - 
Sxrtsa Box* ... - 

Leg al & Gt nwil 

2jLxttlf favr Hold. H 

&rkWi0ft«AeM« . 
BMtSoCLMACCMB.. 
GattiAcam. 

EteHyncore 

EiM+anAfiOUi . 
Far Caller* Accaen. 
Fired town. 


K 3 £*ws 

■sts aMow fSlSS?^.' '■■■■'-'■' »i.w 

7 nft 1-5345544 rraunx- ...... — 1S331 


185-Zb 
10165 


fUlE ™*.'XlM 317X7 

fa-.-SSJSi 

SEfiSfe... fifi #» 

feKu - W.M 

FaFvew.«g-S J 77 '® 

|^ta| ,,,, l ...V 26047 ZKfti 


07B* 75333 »W 

•4111 - lomm 

+0*3 - 2ftdS« 

y : SPi 

-i.X - Capital 

-6.27 - prepert 

•Lftl - Mam 

-0.61 - Him 

■ J 14 to Rixoa 

+0.02 - Dretah 

-013 - 2Z_ 


O Cnun Asswance Ltd fe) 


- OuulMiM Ufe Assaranee Ca Ltd 

- PMdbeftd, mdxotxte-StaTty TW91SQ, 08l< 

- ...rrilOB* U60| 

- Jim 119* -i 

M»gd.J102-0 107 61 -C 


lO 

A .940 03*3 

-ill : 

-0 41 


Gresham Unit Aumauu LU 
S-bPrifluMWalaftl. Dotemu 
CtttttaScriwlO 

MamdUfatti . -15979 63 


0202752000 


MhaifertteD 

BUnatedUfed 


+8*3 

+0*6 


. . . 933.0 

ss.L-.-fia 

diT...!/-.. §85 

A...— 37A9 

d<_ — lAl.fi 

_3619 

-264* 


061-W2887& CMblll Insurance PLC 

SSI : SWB6-“n«». 

I JJ3J Z 8A$SpccFd0ciIS....1212.0 


-1597 9 
. <127.9 

Imo 

1719 1 


630.0] 
134 Bl 

62381 
757 71 


[bl* 7 
1439 3 

0716 
702.fi 
549.1 
91ft 9 
5092 
2434 


456ft 
50b 1 
3500 
70 L * 
348ft 
343 9 
309 5 
3457 

136.4 

178.4 
177 3 
2543 
551 2 
123 7 
1457 

164* 

2372 
2315 
1S*7 
221 6 
431 5 
388 0 
2159 
345.9 
241 5 
to Lid 

4004 

3560 

3572 

202.4 
112b 

2840 

435 5) 
421 71 


2341 
202J 
239ft 
3207 
100 4 
214 9 
J40B 


647 l| 
462*1 

417 5 
7014 
57* 0 
5409 
6202 
2567 


Cffrr + •+ Vifte 


Legal &Gmril* 

Cat*.* ir\i initial 
Do lu*m 
Unp ¥ncn Imi 
Do ArCi»" 

twite 4 tanrr lr-|. 
C« Allxffl 
Ernrpi Prop fa-ji 
Ho Lrvn 
Sp Dfte^l 1^1* 

D: ftuikim 

i<r» i red imi 
DU faQini 
TtprvCrrattta 
{M Ac.orn 


tonM. 

21Z 1 
316 0 
652 2 
JOfit * 
2203 
1*2 2 
2 721 
4*1 H 
279 4 
334 b 
11*8 
1144 
147 9 
170* 


2233 
333 3 

iiSSS 

R?i 

2(965 
*7b I 
242 0 
337 3 
120 4 

14? 3 

179 4 


053354401Q 


Liberty Ufe Assurance Co Ltd 
SLfiijnOj ftr»BAmfi 
StlZtxA 47 40 4990 

Mreaged *<*60 4 ) Ob 

E Uu tt* 30 S3 40 IS 

01 rfD»P 1*53 63 77 

Lpreial j.Ii 33 *5 35 43 

loiirnriww 54 32 5” 2U 

Cferepean TbM . 15 Ob +9 Bta 
Al 4b J2 9* 

Pxif.? S7M 55 63 

fw» 3157 

rurtTrtV? 3305 3*74 

taxed L'MrdStex .17 30 1J 22 

tore*'* if *+ 2910 


Ufe Association of Scotfand 

lUDmtoVt CditageEHlfalO 
LAS I w a t ii it ni fa —m i 


liana?** 

OK Cflx'if 
Pntel' 
Urero Ufa let 
F1 jed incrnl 
JJFJ^ 

Iumit A+weiu 

CrefM* 

Tj* Lm 

PtaMreXtaa 

WjtjxK 

lOT^XfliOnjI 

PropejTr 

Uonn Vert ct 
FnrtMpni 

UKC^ili 

J*A)e 

Ear&pran 

Ivuu 


4tai5 

23fa ! 
Z78 2 
M4 
1W 4 
23* % 
113 J 
907 

203fl 

176 6 
??4 .1 
Ml 

236 4 
JMb 
IM J 
154 6 
;*2.4 
?6 6 


3C5 6 
516 4 
2«43 
248 h, 
W9 
4 

150 4 
2414 
2^4 6 
%5S 

2146 
145 4 
2A2 
2*5 2 

15«5 
fe3 5 
1420 

Ai: 
x; 


+0-2 { - 

-201 - 


- jtefmiiiHi ficom 


491 5| 
219 51 


4831)1770 


I Omm Flrandal Hanngemeat Ltd 


S : 


-L4 
-8 7* 
-LIB 
+0*3 


- AfWfcU_ 569J 

- UMfedilltate.u. A4IL4 

- Mil__— 1742 

- FSuii-..313.9 

- CMai - 1450 

- Eenta_UEi. 

- JutaL-_..._55b 

- ItartogePrrem.^. 66*0 

- tad Cmtw Bred . 140ft 




- CiMH^W0Utg*lI211XW 

: 

- EtaioMOAcc_ 1064 

- PMMerttta^ 316J 

- H^llteorae Act.... 3*73 

- t*aLta.,___ 395.7 

*> . tDf.TnstAB...~-- . 5736 

- JtaWAcc.. 191.8 

- NutetedAec 4739 

- Mow Acs_2*1.1 

- PfwerfaAK- . . 22b9 


0483715039 


^5 

bUL* 
416ft 
603 7 
201 B 
490.8 
2958 
238 8 


Growth & Sec. Ufe Assce. Sot LU 
MIDCiw A*, kaywdrb Htfa. W.Sottex 0444 
FltetoaFlwo T 302 90 

LattadrSeo.. - ■ dr.24 

Lantafa Sect Acc. 43177 44284 

G AS SagrrFd .1 Zl095* 

GnanNan Royal Exetangt 

fidftf& cftrey. CC 3 071-3 

Pt+p+rty Boreb . ML ft 667 4 

- ItaWft-rtolrira-.- 142.8 130ft . 

- OeiceWtfa-P*SH«. I52ft 139ft 

CBOktefatate* 170.1 179.1 -01 

toBtaUty.179.4 1625 -0 1 

FMMfefafelreH* _ 11*4 120 3 +0J 

FitaMataMre. UU URb 

FirMORMteWted- 102.9 LOB 3 -0 J 

Freedom Equity .. . 474 107 7 +01 


0 

44413307 

::l I 


071-2837X01 


- Pn*+rt| Bomb. Mlft 

- OteBWft-rtolrtra-.- 1*2.8 

- Chek»WlbPfb$H«- I52ft 

- CBOkte HUUte* I7ai 

0 OotaEorty.179.4 

- llMM«MKs4reH* _ 11*4 

- FitaMfahfatovHtt- UU 

- Froom Managed- 102.9 

- Freedom Eqauy - - 47 6 


NlNArerriiariAcuB. 
17 PKtatytaii . 

- Wvkk Opt Accra.. 

- UxHPchm 

- nemo* Swrrta. it 

- Ex. bid* $46 lAM 
Do Accra, 

Exempt Cmiibiit 

U to Accra . 

ExetaEote U*t . 
re DO. MQtfl 

- CtmlMlrit 
-* Do. Acnm 

- EretaFteUtt'aiaH 

- Do Aram 

- Etat Fired Intt 

- EE.ltabik.Ciu . 

- to Accen 


BH51ft€ 


173 4 
2hfi 1 
899.5 
163 6 
Ml 
51*6 
1729 
*3B 4 
653ft 
21bft 
293ft 
128 7 


»6TM 

1684 

2225 

2993 

4982 

920.8 


142 7 
1S31 
282 3 
9469 
174 4 
258 1 
■459 
1820 
+620 
bB7 9 
227 9 
3090 
1355 


in* 

2343 

3151 

3243 

uni 


0273 B 
•Oft] 


0737: 

+0! 

+01 


1545* 26270 


1604 
205 3 
2294 
2937 
4894 
814 4 
1*2.0 
2019 


1609 
216 2 
24 LS 
309ft 
Sib 2 
857 3 
149 3 
212 b 


1 London Indemnity & Gfil. Ins. Ca LU 


JB-20TteFomry Rri 
UrenMiwm Dec i 
UU <■ (ruble tot 1 


S PO 
050 
53 2 


Itfl 4| 
IMbl 


5Z3S11 


London Life 

lXTr+cie5t Bnt*0i8Sl6EA 

Lift Freta 

Cauiiv 

fjiiaMvre 35! 

Prr&tfli 36: 

DtebVil 27! 

fafjvvd 4v, 

taxO+re It* 

fatten mi ifix^i 22 

EdtoW, mi 17! 

v ire rnimi iAj 15 

Prrertr 4 j ib 

Depalii ‘4> ib 

U.re<A> 16 

Ireel faott JL m I* 

WNfatmuMiU |4i 

F —tire Ftttei 

E^It-Pj 60 

Fnvd Inetre >Ti *41 

PfOtelf'?' 3SJ 

DrsoiM+ipi 31! 

U.xedkPi 43 i 

Index Si-M IP: 7Z\ 

lii* err ji faai iPi 2V 

Xfaklnlk 133 2 

Fixed Imetvsi h 1 140 1 

nutwirj "> 124 9 

Deyowl 'U 157ft 

Mixed M 234 ft 

indexedSsrct r w l*5ft 

faacnuUtaU Jlft9b 


0272-279174 


753 B 
35! a 
367 2 
2H 3 
«3 

1Kb 3 

227 6 
275 4 
15*2 

1614 

i&aa 
162 3 
247 V 
1*26 

600 - 
4*8 i 
288b 
3114 
43b 7 
215 0 
252 3 

133 2 !*0J 

148! 156 0 

124 9 ill« 
15T J ltd 7 
134ft 2414 

1*5 J 153 0 
129 6 136 5 


LAttdan & Manchester Assurance (z) 
Annijcepi EerierEK3IDS 0392293456 


11! * 
125 2 
3139 
470 5 
46)1 
70*5 
37*5 
1355 4 


Hart WiU Profits Lia 
ton Witb Prof m Ait 
Flexible Cap 
Flexible Acr 
MnmTnnlCa 
l^ ^ett«we«^^ Innu *u 
Wm tew to 
toteul Gnsxrtb n« 
Exrattt PmiIm Freds 
ton v.'iifapioiiu too 
UfltiWMProiirtAu 
FirvbirCaa 
Fla idle Acc . 
Iiwn i + n t Tmt Cap 
taVBlIMIt fkl Act 


X?1 2 
1384 
534.1 
877 4 
927 8 
1515* 


M & G Ufe and M & G Pensions 


Victoria Road Qvlmfi 
AmBoPdlAccl 
Afoer Hk Bote CAfid 
Ann Stair to BdkAoi. 
Abtiealattre B* lActl 
C—HJGtfa Bote Utel 
CDtariOMyBretlAiXl 
Depctei BoodfAccl 
EoxHy SoxdtAccl 
fexkty Bond Borne- . 
Etx ape tai Bend iflcxl 
EmsnfeftaCtaJ 
LanVMBdtfccl 
Far Cafttero Bote lArel 
Gilt Bond Uktr 
Gold Dote iAnJ 
H+gfaYiridBotetActi 
kta-UaicaGtBdlto) 
ttnii BoodtActe 
Inteml Enc Bond lArd 
Japan Sortd ufcrcJ 
lioxa Stabler to lActl . 
Mjoaged Bond CAccJ . 
Properly Bond tori 

Rttoro} BoodiAccJ 
Staler Cot Bred 
PmsIoos Fptes 
AiflevkiaUku 
Ebtetapg Sac (Arx) 
Capital GrpwMCAai 
DepaktiAoe) 
Eta«P6M|A0Cl - 
EreopearvftvCArtf 
EqaitylAcU 

uaukci 

GafafUccl 

IDQM-Ufcd Gilt (Acc) 
Inicmitiooal kAul 
loll tnc CAcu _ 

Jfaui (Acci 
IdantaUktl 

PPPF reft (Act! 

Paul »c 'Acc) 

AopmyUccJ 

flrOMTjMcc/ 

Ufa InCOtaetAccI. 
Pcnoxll PyroaM UfacJ J 


Oil IF* 


3682 
372 0 
2024 
137 2 
1013 
ITUS 
3305 
1025 1 
377ft 
2605 
110 0 
515 2 
20b B 
377 0 
70 20 
2b23 
1B9 7 
554 1 
2014 
21Z0 
1719 
b294 
2966 
527 0 
1095 


SI 

18? t 
ifitl 

5964 

Si 

5*1 1 

SLi 

7380 
275 7 
W2 
5*1* 
2116 

Si 

6610 

3ll_b 

mi 


80S 0 8 

232b 2 

106 6 1 

379.9 3 

273 1 2 

115 9 L 

813 3 6 

5014 b 
6990 7, 

214 5 2 

237 2 2 

238.6 2 

2057 2 

6462 6 

6554 6 

63)9 b 
2219 Z 
3830 4) 

213 *_2! 

2702ft 


*454 
244ft 
1120 
399 0 
2069 
121.4 
*542 
610 5 
7350 

2161 
678 3 
6*8-3 

§5? 

4033 

224b 


02452 
-6ft 
-7 B 
-1 7 
-2 b 
-04 
-3 6 
+01 
-36 
-13 
-2 b 
-07 
-09 
-45 
+lft 
-19 
+17 
-04 
-5J 
-15 
-22 
-09 
•14 


-100 

•01 

-04 

»2ft 
-07 
-I* 
*32 
-15 
-0 I 
-2 9 
-13 
-l ft 
-0 L 
-Oft 
•15 4 


MGM Assn ranee U> 

UGM Notre. Hre*f W. Worttdog 
UKEoiriay Acc 255 4 260 9 

Special SunaixreA ct - 1016 107 0 

BortMtaificanAcc 22» J aj03 

Pncrfk BwxAq . 350 0 376 9 

FUte lntere+t Acc 353 7 37ft 4 

taffy Acc 20? 7 21J 4 

Derail Acc . 1959 206ft 

Ma n age * Art 269 0 

MlEgullyAcc 100 7 114 5 

Bora&xck Fd to .1900 L5B0 

tareiAa . 114.6 13}7 

Laitedi Man Act . . 106.1 1U7 


3040 3200 

94 2 99 ft 

202-5 5974 

436 5 459 5 

46 V 6 4944 

254 2 2676 

26*2 HX2.4 

351.0 369 5 
1142 120 3 
118.0 124 ft 

1000 1054 

107 3 mo 


0903; 

+OJ 


. Pm UK EqpityAcc 
Pnm Spec SiU AcC . 
fan eixAmnaiAflL 
fa« PraicBagnAcr- 
An nredta. Acc 
fata PicnertvAoc 
Pc m Ddoiiita 
Pdnx MjnjgrdAcc 
fata IMI Canny Acc 
Pm EwopuiiAcc- 
feKUtani 5x*t 
Prm Uam Man Acc 


Man Chester Unity Assurance 


40 Fobtejli Stmi. 
tocf 

IkteldOBL 


Wiwged 

MnteUtaT 

£on*r 

fund incrnl 

Money 

Kanagrd 


Mmllfe Group 

SlGrorte't (fry ** 

Managrd 5er 1 & ft 
MafugteSrrJ 
Prone* tr Set 14.2 
PropenrSrr3 
Equity Ser 152 
EoteKyScr J 
Gilt EUted Ser 1 & ft 
GittEOted5er3 

Devout 5 m 16? 
0fSOUT5er3 
lefediMiSo 1 
MwiWiftf 14? 
iBfenunXmai Ser 3 


112 b 
U01 
1307 
116 7 

taiwcri 

111ft 
138 5 
140 2 
1210 


5557 
105ft 
*73 3 
0+6 
707 7 
110 4 
527 9 
126 5 
3081 
1231 
3000 
*271 
981 


M2 2A8.0610329361 


125 01 

Vn 

1459 
156 1 
127 4 


Gxta+i*d30: 

6060 

1100 4 2 

498 2 
9*3 
744 9 

116 2 +0 2 
5457 

1337 +02 

324) 


1296 
314 9 
4706 
103 J 


Midland Ufe Limited 
kCTOfir+mr Co*tai«j!R(l 5 
GCCr7Woi92 931 

Atoirierotef 0 bl ; 

li'anrfd *0 3 

Defcmift lj. j ? 0U 

C*-*fn tjb 

UR Eou+f Ff j *5 J 

lrlerajJ-ml Fd Ibftf 

Ulnll Uirmfd 
FieeCiin+nf Ftf I* 7 “ 

Pm AA**iuftaB [1 23 Z 

Pm 1:273 

Peri (Wr+iiif 1*24 L 

fan SH_it II ■■ fa 

PbiUtCfa'iv \l*M 7 

Pe+i TMfrr jireiai 1;^; 

Pt«n ITonri Mjeari 11116 

Afn»FiHtfb-»re»l U22Q 


NM Life Assume* Ltd 

tenritfitanr. FteJ+MP 


:i 

9} 11 
65 01 
% *tl 
.'4 6 
:23 
32 2 
W i 
13 3 
7i I 
176 6 
134 11 
133 :1 
U’4| 

1*1 H| 

JZ5 5I 
i: 1 *! 


0739:29929 


oji.iwsooa 


Ufetime Assurance Ca Ltd 

Bari Hv Ol _cbrt i Pd^Hjjox HAL ?CE Ofll-dbl 5999 

Wuiyn £rcwiii lib 4 J 

Mxiuqreknreib i^o J in 7 

OUxa+M Ppp.3fluBi*y 128 J 135 1 

Protart* 120 0 12b 4 

Furtl (Mr-r\J L53 • 1+0 B 

Cc* :2U6 127 0 

UrEgx+r L15 4 1214 

teC j+b 1*0 4 l«; b 

Mtauqtefireuin/ 1219 129 * 

Ure+grdCiMit 13*2 1*13 

Ua+ordOnwnerir 118 0 124 1 - 

Protetii 12*9 l^i 4 

Fixed Irru+r^ 14* fi 5 

Cxttt j2* 5 IMH 

UKE0d.il 121S 127 9 

hti Eotefff 131 8 ; ib E 


Maiuyd tan 
Do Accra 
Pro per t y tea. 
to Acrao ... . 
Equtylott 
Do Actiun 
GiH-EdMIoh 
Do Accra 

Gxbtflte Ml. 
DO AiOfo 

Internal Haul ion 
Do Accra 
tree* ei Ginioit 
to Accra 
Managed Ser 2. 
PTOpertrSta ? 
EooniMrZ. 

Gitt Edged Scr ft 
Gallant led Scr ft 
I xl I Scr 2. 
InMJriryd Ser 2 


352 7 
544 6 
327 7 
507 0 
429 0 
664 0 
29Jb 

4706 
722.6 
3479 
4267 
674 1 ! 

178 7 

282 1 ! 

1616 [70 1 


1531 
149 7 
1529 
165 9 
150ft 
165 3 


IblS 
157.6 
IbO 9 
1746 
1584 
174 D 


Merchant Imstan Amranee Ca Ltd 
Sl Bartboknew't Hone Lmie Mrad BfMol DS1 ZKH 
F w polk ite 'JJrtiaa jJUt Aiv il 1978 
Foe dll utfafT ftted Htfdrfidliao Tel 0681 800100* 

Ml ManagrdFd 5b 2 591 -Oft 

Ml bnmjiioful 405 4 926 7 -3J 

ftUHUiAdwrEMf 1006 190 1 -J * 

MlPrtrev. . . 3W9 420 9 

Ml UK Fd 301 7 401 7 +0 5 

Ml UK Equity JffDft 299 7+04 

For uatajcU tare rely Ate pHee xaolUi inelRe Rid price 
ttMiaboee * Cafli cimted at Sftplmuicbeid uie. 
IMnlnAiliDUniffai mcVAt. 

Mercury Ufe Asswance Ca Ud 

33 KkQ William St LOteOA EC4R945 071-2802800 


C<it| firif.- 
t llf ImtivtJf- 
U^ie^Adte+iCV 1 

EMC w'vbli LUnJ 

L'HfCiW 

LliicIm^Tc 

Adit ■« an 

Arjiyijn 

CCU Oigrt' 1 DMff 

Isr.-r'.T 

Dcic.i 

I’tei le 

turner it 

FJl Lri»nCr:ri+ 
FikiC rirTJ 
■taOtaf Ami’" 

•vpie Oea 
irtriiuiiixu' 

V r jy4 

PigrrtT 

fei.*0itui P+rx»e»ty 
Sn^iirr 

Ur j: feu 
Tot*. 

Urismg. f»"jru?~ 
UKCgj-iv 
UL 5+nrC c 
Pr+nAtSM ugtf 
Perr Iwc.J* 1 . 
Pn-.AuJ'likri 
Por+CCM fxfjgrers 
PkuCwim* 

P*-» Eeyc -i 

^lOJlP 
rm Lii" (+1' 

Pr-n Fxlm 
Pen I uri WmJ 
Pern Kewfai 
fan I'iinvuiRiji 
P+oC^iir Sr: i C* 
PeroUme+r* 

P+ro Prtflf+ry 
Pm Pr.-Cert* P^T 1 
fan ' re'e & a -Aeu* 
Pfn Via • i+r (jv 
P e—. 5.1. 

fai’. TAfU 
Pe*n Uoivrrui Vfijp 
■e-.UlfrCb'!i 

p+f. L5S+>'f in 


not: 
W5u9 

l.j- 9 

r«i 6 

i!27 2 
*1W J 
1102 1 
MG4 6 
!j-ea 

■j.’: H 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 


Germany props up weak franc 


FRANKFURT and the 
franc-fort dominated the for¬ 
eign exchange markets yester¬ 
day as the Bundesbank 
propped up the french cur¬ 
rency only hours after its pres¬ 
ident hit out at central bank 
intervention, writes Peter John. 

The moves took the spotlight 
from a strong pound and from 
the Danish krone which was 
supported by intervention from 
the Belgian and Dutch central 
banks. 

In Paris, foreign exchange 
dealers said the Bank of 
France dipped in to the market 
in the morning but they had 
seen no sign of the French cen¬ 
tral bank intervening deter¬ 
minedly to prop up the franc, 
as it had been on Tuesday. 

On the other hand, the 
announcement that the Bund¬ 
esbank had chosen to buy 
francs before tbe french cur¬ 
rency hit its floor of FFr3.4305 
to the mark provided relief. 
There was no indication of the 
extent of the early intervention 
but the Bundesbank bought 
FFr50m at the midday Frank¬ 
furt bourse fixing and the 
inference was that it had 
bought a similar amount early 
on. 

That level of intra-marginal 
intervention was relatively 
slight compared with the mas¬ 
sive flows of currency in Sep- 
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tember. There was a strong 
reeling that France's currency 
problems were still very much 
in evidence and devaluation 
was a growing possibility. 

The franc rallied a centime 
to FFr3.4330 against the mark 
following the intervention but 
drifted back again later and 
closed barely changed at 
FFr3.4110. 

Selling of the German cur¬ 
rency also took some of the 
pressure off the dollar which 
has suffered in the past two 
days despite several pieces of 
encouraging economic news. 
Nevertheless, yesterday's fig¬ 
ures on new home sales gave 
no strong impetus and profit- 
takers took the US currency 
down to DM1.5710 against 
DMl.5800. The dollar remained 
steady against the Yen at 
Y124.40. 

The krone remained at the 
bottom of the ERM league 
table despite intervention by 
the Danish central bank to 
support the currency against 
the Belgian franc and Dutch 


guilder, the two strongest cur¬ 
rencies in the EMS. The Bel¬ 
gian and Dutch Central banks 
also lent their support. Tbe 
Belgian National Bank said Its 
support for weak ERM curren¬ 
cies totalled some BFr70bn in 
the week to November 30. 

The principal gainer yester¬ 
day was sterling which lifted 
half a pfennig to DM2.4325 
from DM2.4275 and improved 
against the dollar to $1.5435 
from $1.5365. 

One theory was that the very 
short-term refinancing follow¬ 
ing German intervention sur¬ 
rounding Black Wednesday, 
had been carried out and sell¬ 
ing pressure on the pound had 
been lifted. The general con¬ 
sensus, however, was that the 
UK currency was benefiting 
from being on the sidelines and 
away from the contortions 
being suffered by the ERM 
member currencies. The Irish 
punt also improved allowing 
short term interest rates in tbe 
country to be cut to 30 per cent 
from 100 per cent. 


FINANCIAL FUTURES AND OPTIONS 
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DISAPPOINTMENT over the 
lack of Interest in a big gilts 
auction overflowed into the 
short sterling market yester¬ 
day. However, an increasing 
number of dealers have 
already closed their positions 
ahead of the Christmas break 
and much of the business was 
technical, writes Peter John. 

At the opening, the sterling 
contract for March delivery 
was squeezed to its high of 
90.44. Then it was realised that 
tbe £2£bn auction of gilts was 
only covered L2S times and the 
contract was sold down to 
93.35. The auction Interest was 
particularly disappointing 
because the gilts were partly- 
paid. 

One trader asked; "If people 
don't want a partly paid stock 
that is free of tax to overseas 
funding what do they want?” 
One interpretation was that 
growing realisation of the 
extent of forthcoming UK bor¬ 
rowing requirements, were 
deterring overseas buyers. 

UK dearie, beak hue feeding rate 
7 per cud 

.^^hogUjgrenrtSLJiJS^— 

The March contract, which has 
now moved 'decisively into the 
lead position over December 
closed 7 points lower at 93.35 
with some 14.200 contracts 
traded, low compared with the 
previous two days. CIBC, the 
Canadian bank, is a seller 


arguing that the yield 
differential between March and 
September is, at seven basis 
points, too narrow and should 
widen to around 25 basis 

points. 

Meanwhile, the Bank of 
England said it expected a 
money. market liquidity 
shortage of around £500m. 
Among the main factors 
affecting the position, the 
take-up of Treasury Bills and 
paper maturing in official 
hands drained £6S5m from the 
system while a rise in note 
circulation removed some 
£150m and bankers' balances 
below target took out some 
£50m. Partly offsetting these 
outflows. exchequer 
transactions were expected to 
add some £365m. 

The clearing banks declined 
to take up the early offer of 
assistance feeling that at 6 per 
cent the overnight rates 
offered better value. 

By the afternoon, overnight 
money had firmed to seven per 
cent and the central bank 
provided £256m of assistance, 
buying £216m of band one 
bank bills at 6% per cent and 
£40m of band two bank bills at 
the same rate. 

The Bank provided E2Sm in 
late assistance but the help 
came too late for most of the 
clearers and there was still 
around £400m of the revised 
£700m forecast shortage that 
was not taken up. 
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C2.d00-C9.rn . . .15 375 4 03 3.48 

Nationwide Bldg Sac- Bnstnessbnrastar 


r 


400 

Ore 

Otr 

£ 


■* ■ - 

I _• K ‘ 


Barclays Select 


PO flovfSo. Ba 


E2000-C9 999- 

Ua.(X»-£24.49? . 

£25uOOO-C49.499- 

£3<M)OOf._. 


15001 


°”Sh 



Stitt IffW 
490 3 68 

5.40 4.05 

3 90 ’ 443 

to 40 4 80 

6 90 5.18 


Barclays Prime Account H1CA, 

PO Box 125, Nortbamploa . 0604. 


Cl.000-C2.499.. 

OJOO-CM99..-_ 

Ua000-04.999. _ 
£25.000*. 


3.00 

14 00 
4 JO 



Brawn Shipley & Ca Lid 

Fourin Coart. Lotfewy, {Loadoe EC2 071 

MICA . .777J6.25 4.69j 6.401 


Pten Wav, SVMn 
E20OM4.999... 

.000-C9.999. 

,000-04, W., . 

.000-C49.999 
£90.000*.. 

Psrtman Bldg Sec Prestlee _ 

Rfdmad HID. Bownerntb, BN2 bEP 

£50,000*.. ‘ * 

£JO i OOO-£49,499. 

C20.0D0-C29.999. 
aq.ooo-u9.rn 
£2300-£9,W.-. 

Provincial tote PLC 



■ ^ i ■ - 




m • r . 

rtp v> 


Spy* 

: wi 

* z* 

» 


too 
7 00 
6 00 
\SJ0Q 
44)0 


Accoant 
0800663663 

1 

Yuriy 


■ -^L 

‘."j"* 


a 00 

700 
6 00 
500 
400 


- 


Pnt Opir ad toe 


5» 


4j69l 6.40 


f 9833 
Qu 
*■ 


Caledonian Bank Pic 

8StADdm&piaie.&Mw9bEH2VP I 0315568235 
HICA...~55 AB73I -lYrariy 


Cater Allen Lid 
25 BlreUn Laae. 

MCA_ 

CSjOOQmM 


MO 
5.25 
4.50 
3 75 
300 


30 Afblqr MLAHriPtfiMt. (X—« 
-Hj.cjCcaSoortTTTTTiso 4.ul 

Nayaf Bate of Scvtlaed pfe Prsnlorn Acc 
42St Aadrevr So, EdWgrg|_CH2 ZYt .031-2289690 

iSajs” 

SOOO-£9,999^..^. 

E2.000-C4.999_. 




• m m ■ 


0U42j)9Qll 


Mth 



CbartertHMse Bank Limited 
1 Patamoalw Now, EC4U 7DH. 


Save & Prosper/ Rob ert Flemlnf 
16-22. Venera Rtf, Rooforf RU13LB. .0800 

CltaUteM._ZUJO 4.13] 5.631 

TESSA FlxMflYra.TJiBA -J b.00 

TESSA VjrUtfD_.J6 79 -I 7.001 MU 



- ' - 1 - 

X- 

► i 

... 

1w- 

* V • 

. ■ i_r 

1 ‘ 


. . ■ ■ ' 


hi; 


- 1 


V L 

■ 

c 


.:m 


OJOO-£19.999._. 
EE550-M9.999 
C90.000-£99.999...- 
£100.000*.... 

5L0a000-S199 r 999..iZJ3 
S200.000*._ 


3.75 4JZ 5.90 

6 00 4J50 6.17 

&25 4.69 6 43 

6 90 4 JBB 6.70 

PL50 L13 LSI 

2JOO L50 - 2 m 

- 1.69 127 

230 L88 253 

einltdHv-foivttiteK 
fem at 2168 


Q71-2484Q00 TywWl & Co Ltd 


Mtt 

mb 


tttb 

mb 

tftb 

BCtb 


........... 06DO 

MIMA £100,000*._Ofa 00 

Master PtaL..— 0563 

TESSA.:_11063S 


hIaa clSSo*: 

~^BUO0,H 


Bristol 


450 

431 




0272744720 


- fc-s 


06.14 
G588 
06_14 

■os ra 

-T Ob-531 


8? 

8S 

Qtr 


- t 


. * ■ -- 
vT? \ 
TUfe' 


r 


Clydesdale Bate Flexible Solatioa Acc 
30StVtacBttPlK6lmoiiU2HL , 0412487070 
-nO.000-C29.999. .7?|?S . 3.06 3 231 Otr 

£30,000-C99 999.£35 3.94 3551 

uob.ooo-cinmjus 4 oil 54*1 

CmM wB mi Bate Lfmfted ■ 
PQtaUtft.Maeu.BLSmagg _ 

U Dan tednAc £23.90. >.70 5775 
HICA£25.000*.„„ 7i» -.1.-5.406 
ITT Fite St£U)0(k._ hSO ' 1.873 
5YrRte«aaaN0*_ 750 5.623 

Ct ope ra t i v e Bate ' 

PO Bo< 300. Sketiucrtolc^Laici 
TESSA.™__.7J7 00 -I 

urtiMMri 

sill 

Sariags 

6.73 ~06 


IY1H 7AL071-25 10094 
bS\ ff77 3-HU 
6.94! 9.46 Mfth 




0345 


a 

tertwrtW-WM 
£50.000*..to 

E23.000-C49.999 
£10600-134,999 
£V»M9 949 ..1 

isss&m 

E10.000-i49 999.77j 
UMak*,oto- . I 


6J5L 


6.0 


5J0 

4 DO 
3DQ 
L30 


4.69 

431 

33b 

403 

3.75 

100 


>252000 

-T55S 


7.031 Mtb 

6.86 6-Mtfi 
633 fr-tfta 


ULC Trest Urotted 

ItonRCtaobcriadPt, 

00,000-90 My ntte. J8 SO 

OODOO-lfietor tekeJ 9.25 

United-flfemfelatt Trust Ltd 

PO Box 13S^ Abbty SL RnAqRSlSEB O7345604U 

{teal Pha Cirat Acrnot 

.CLOOO*... ^LTESi 4691 6.401 Qir 

J. Henry ScMstar Wang &Ca lid 

ECZV6DS . ,071-3826000 

|5.75 4311. 5.8?f Utk 

>6D0 4301 6.131 Mth 

Wede« Trust fatenfe Omm Acc 

Th*Moatfcntn. Plyirntb PU I5E , 0732224141 

£15D0D*„.M..I630 4J8B 666] Otr 

CSJJOO-EUWI- 6.25 4.69 6-40 Qtr 

£1.000-£4.m. lb 00 4301 6141 Sir. 

Wimbledon & tontb Wert Finance PiC 
Z14 MenttSL Loadoe Ed 7AE ,071-6069485 
Hte» lm Sm Att~:jtL25 - 4 641 6.401 Otr 


In 


■. j 




»• 7 V 

r r-/.*.- _ „ 

• • "!> -‘4 

m • 1 • | ft* 


^ ■ 

xi 



«.! 1 




ty . - 

9AA * 

AH . ■ 
-1^3^ - 
a;* 

aJ*& 4fe ■ 

> 

mm - 


L13I 


538 64M 
5.06 

4D4 fr-Mtb 
3.02 6-«* 
131 (rWk 


CbaUKteal rate o 9 Nuts payable, rat 
lafclMJcmiMaf Ura daducUai at bate rra Irame uuc, 
Niii Rata of ham payabTi after aUawipg lor drtdudkxr 
of basic rate btoorev ns. fera CMt firm rate aomollsed 
la uta accoan t of onpoMfog of Mm paid oeber 
than once a jra, 'CompcxBrad Aral Nat ff. tet Cn 
WM : MM st wNch teurest h eredra to tbe Him 



CROSSWORD 


No.8,019 Set by ADAMANT 
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• ACROSS 

>1 Material girl will pop the 
questimi (Q • 

4 Firmly supportive of breaking 
=- the law in the banning <8) 

9 Show, the symptoms of a sec¬ 
ond winter In France? (6) 

10 Imaginative repair work 
1 needed if fan club loses sec¬ 
ond letter (8}'- 

12 Union achieved a nirg settle¬ 
ment after all (8) 

IS. The sort of information that 
could land the criminal here 
l - <0 . ■> 

IS Incline to lose degree over at 
Cambridge? ( 4 ) 

: .W Two letters in the Jacket 0) 

20 Fade ’ away before last 
1 - month's failure to meet the 

payments (7)' 

21 Trick Into believing that tbe 
tot beef has top grade filling 

25 IC1 let the invention draw 
torth a response (6) 

26 Taking up the cause of the 
-■■-Sixth, sense, also, universal 

praties (8) ‘ 

.28 Nose rest CB) 

39 The Man from La Mancha 
perhaps-takes one to be older 

•- w 

» Ran them' alt without mother 
-around to mrart her charm ® 
31 Seem to edits paper (6) . . • . 
DOWN • 

; 1 iil 5 8 P!S r 81116 that can’t 
manage this Bari (jg) 

te^® r * totoreia “ 

’* B* - **“ to* and downs of 
playground life (6j 


- f\ 


5 What a change when 1 the . 

weather gets warmer! ( 4 ) - ' 

6 ir 1 ® 5 ™® 86611 on the move by " 

the innkeeper ( 8 ) 

7 The business of having 
romantic intrigue ( 8 ) •' 

8 Guide for the person on the 

cash box ( 6 ) 

.11 He learns the point of the tixK 
ral version (7) . . .... . ; 

.14 Get rki of a boil - has to be ' - 
lanced (7) 

^ negotiates for news-chan-. 

nets over the hill ( 8 ) -. , ^ 

18 Turning point in ^olar 'toat- -' 

ing comes when costs He out 
(8) . 7 ^ v.;-I 

19 Person looking for fresiiV " 
ground might err over foDow- ' 
mg former guerrilla ( 8 >' ! V *. - 

22 Be held up, feel aometow-,'. 

weak(S) syLrT.z-' 

23 Straightforward conuntodi^- 'r 

24 Careless little. girt who could 

« S* *?P tor pen fun --; 1 : =*: 
27 Healthy supply of watofjb - 

• Solntion to Pusle. No^Olk Vr' “ 

I n i I. . f --' y <' 
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CeapBUte i 

i Mnuiris 

Fbavlal 

430 78 43136 43016 42919 

505.45 5058b $04» 50304 

39.08 3925 3909 38 97 

43135 
OOiUI 
505 8b 
130/11) 

39 25 
Will 

39450 

(8/41 

470 91 
16/41 

32 40 
tt/4j 

NYSLCompodtt 

23720 237 45 23*72 23b 13 

237 45 

217 92 



130/11' 

IBM] 

Am IOt VWnr 

392.97 39512 393 39 39288 

418 99 

3*485 



112/21 

19/IOj 

KASOAQ ConpDtttr 

653 95 652.73 64949 648 33 

b53 95 

547 84 



H/12> 

f2W6J 


*1 


Furufcawa Elect 


1,400 

1.140 

3.410 

5&0 

iST 

Iff 0 

350 

570 

514 

803 

W* 

405 


+15C 
-10 
-20 
-5 
+30 
+3 - 
♦10 
+5 
+7 
-B 
430 


— ; - 1 4 

» * 

* * g; A^ 

itt «i 


»■ 


r* 1 


us 

gnSeklTB.. 893 

Goto Stout.560 

£nsn Cron.1.380 

gm-EI Omiieal ..423 

Gmne... 614 

KaabuDm-528 

WanSlnEJRlwj .,406 

Haute.. 590 

HatttrlSriko. 1,080 

8 SK£?S«::- ^ 

Hjt wB Eteijte'p: yeoo 
JJjwMm (BasU . 630 

H|urtl Cable...558 

Citdn. 1.220 

Hiych! |5«*'.Sl7 

KHart (Maieeli. i 620 

Hjjxw zmi ^ 
R*toNDEiKlPw_ J 210 

Hokkaido Tatafc.. 482 

Hokwlka El Pwr... 2,300 

{M«|Motor.— taso 

H—.449 

HowfoWlnd.2,070 

^C«n».1540 

Sf' ..470 

MltSW 740 
..815 

Iffi 0 

is**"-.s 

..92 

. 

®™ta—.1,490 

H|0L-548 

•j^cqm—.i,?7D 

■*JBntSw6|te4_3tW 
ML —.575 


M'dilU Rdrig .570 

Mazda Hour Carp — 414 


MtfJlSrlka.W 

Mercian Cam. .790 

tlitvnt Coca Cola .... 2.260 

Mlnrtea.-440 

Minolta Camera ... 536 

Mbawa Homes.1.070 

M'blsftl Bit.g&O 

WblshlCorp.860 

M'bfsME/rc. 

M'blshl Estate.655 

M'btti Gas dim392 
M'bUii Hemnr Ind.... 550 

M’bbiU Xasel.413 

SruSt Materials ... 434 

M’bMltOH. 

M'bWlI Paper.535 

M'bbhlPetehern... 645 
M'blsfil Plastics ... 519 

M'blsfil Raiw.334 

U'blsfel Sled ..g79 

M'bllWTr&Bk— 980 
U-MshlWarclKW.. 1,310 
Mttsetmfti Belting.. 479 

Mltsol Co ..Mg 

Mitsui EogShip.... 375 
Mitsui Fwfosw .... 955 
Mitsui Marine.B33 


Mitsui Soko.MJ 

Mitsui toaKU .358 

Mitsui TrABk ...«- 806 

MKsotoshi.764 

Mllsaml Eta;_... 9» 
KM Wads... 496 


Pent* Ocean ... 726 +5 

PtowrEke.. 2.810 +60 

Prfnu Meit Pack.... 438 -7 






Re n o wn-*.— 425 +2 

Ricoh.599 « 

Royal .1.030 .... 

Ryobl .. 4 i5 

Safcwa Bank.1.1*0 +30 

Sanden.560 -2 

Santo.2370 

5w» ....-....... 1*140 +10 


Yamato Kogyo.1.360 

YuaUDTrampon ... 965 
Yamuakl Bafclog . 1.930 

Yasuda Fire.75B 

YasMtaT*&ttj_770 

VadMOec 417 


SanwaBank. 

Sama Shutter..., 
Sanyo Electric.... 
Sanyo Kokusaku . 
Sapporo Brews ... 
Seem 

Sega Ent-- 

Selbo Railway .... 


Seim Transport.. 
Sefyo FoodSyt ... 

Sd&TCherakaT 
Sektaal Home..... 
SettstOorp..- 


Sharp.-. 

SM kata Elect Pwr, 

ShlmLaCorp_ 

S&n-Etsu Caem.. 
ShlOMMl ...... 


ShgdHkil........... 

Sbakisan Jataku 


42 

+110 


+1 

-no 

+9 

420 

-17 

+10 

46 

+10 



SbowaOenfco. 

Sbowa Elec Wire., 

Stowa Sanyo. 

SbowaSheUStt .. 

Skylark_ 

Sm Brand Ullt_. 


Stanley Electric... 
Sun/tomo Baltflte 
Sumitomo Baafc .. 
Swaltooo Cement- 


StmUomo Corp.. 
Somtomo Elect .. 
Sumitomo Heavy. 


.L540 +10 

.ns -e 

.366 +1 

.463 +3 

.941 410 

.5.530 +90 

,10,000 +300 
. 2,^50 430 

,££40 +l ° 

! 1.170 -io 

, 7kj +11 
L100 +10 

jy* 42. 
7,000 .... 

941 -30 

£210 

. 920 -2 

1340 -10 

7f7 47 

1370 +10 
1,070 -20 
545 45 

415 -4 

283 45 

513 +u 

506 -A 
1390 +10 
1.280 420 
792 41 

4J50 +50 

387 -i" 

W 3° 

4*8 

785 

aS2 -9 


Yokogawa Elec.738 

Yokohama IBank) . 1,020 
Yokohama Robber .. 536 
Yomlnrl Land ,. M . M 800 
Yos&ltoml Pharm.. 800 
YUaetCsrp.*72 

Zexel Oorp.- 473 


AWA. 

Aberfoyie- - 

Amcor .-. 

Ampden.. 


Hopewell Hldgs .. 
HotefUson Wpa.... 

KysaoOev. 

Jardlne loll ftltr ., 
Jartflne Math.... 
Jardlne Strategic 
Kowloon Motor .. 
Mandarin Orient. 
New World Dev .. 

Raalty DevA. 

SHK Props. 

Shaw Bras. 

Sftdf dec Mfg .... 

Slice Darby. 

l&ftCo-., 


422 

14.40 
12.70 
7.75 

48 

2130 

8.60 

7 

15.50 

18.40 
28.60 
535 
L7G 
7.95 
3.12 


-0.15 

-0.40 

-0.40 

- 0.10 

-1J25 

-0.60 

-0.05 

-005 

-080 

-030 

-0.10 

-0.05 

-0.05 

-0.05 

-0.80 

-0.15 

-0.30 

-030 

- 0.10 

- 0.20 

-0^0 


SUBSCRIBE TO 
THE FT TODAY 


SSSUhs-::: 490 

1.840 

Nwn.- 

Niton Cement. 

Nihon Noon. £» 

Nlhoo ParkcrWes ■■ ™ 



Suzuki Motor_793 

TDKGorp__3320 

label Ohp .fa/8 

Talsho Pharrt 2,070 

Taiyo Fishery.442 

Takaoka Electric... 477 


+110 

+13 

420 

-1 

+7 



CONTACT YOUR NEAREST OFFICE 


Phone 

Amsterdam +31 20 6239430 
Brussels +32 2 5132816 

Copenhagen +45 33 134441 
Frankfurt +49 69 156850 
Geneva +41 22 7311604 


Fax 

6235591 


Phone 


Fax 


Madrid 


+34 1 5770909 5776813 


5110472 New York +1 212 7524500 3082397 


935335 

5964483 

7319481 


Paris 


+331 


Tokyo +813 
Stockholm +46 8 


42970623 

32951711 


42970629 

32951712 


6660065 6660064 


40.10 

40.01 

40.05 

40.15 

-0.20 

-0.04 

- 0.20 

-0.05 

-0.04 

-002 


Price tfem ft yp w e *y rw*<wa- 


NOTES - Prices oo ibh page are as 
quoted on the iBdhWual exdUMes 
and are mostly last traded price, tu) 
nailable. & Dealings suspended, id 
Ez dbWwd. « El scrip lone xr Ex 
rights xa Ex all. 


Helsinki 

Lisbon 


+358 0 7304000 730705 


Vienna 


+43 1 5053184 5053176 


+35 11 808284 804579 Warsaw +48 22 489787 489787 


FINANCIAL TIMES 

LONDON PARIS ViANRFUM NLW I0fcll T£4r0 
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FINANCIAL TIMES THURSDAY DECEMBER 3 1992 


3 pm December 2 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


YU. 
DHL % 
048 
a IB 
IK 


Wrtlsw 

*5% Tl AAR Corp 
a Jz 18 A L Libs A 
®% 52% AMP Inc 
«% 54% Alffi 
z% l%ARX 
53% 30% ASA £00 
54% »% Abbott U* 060 
13% »0% AMAH Pi 0.40 
11% 10% ACM Out In 1.01 
10% 0% ACM GvOpp £67 
0% 8% KM QH1 081 

H% 10% AW GH Me 1.01 
K>% 0% ACM Mtn i.QQ 
12% OACMMuod 1X1811X 
11% 4% Acme Om 0.40 4*5 IB 
6% 3% Acne Elect *0 

33% M% Amou 12 

21 18% Adm Expr 1.02 B.5 I 
48% ZB% Ad Micro V 3.00 8.7 
*1% 7% Ad Micro P 
®% 4%AdvMGrp 
42% 33Aegop ADA 
47 38 Aetna Lf 

12% 8% Atm A 
34 24AUOC 
19% 13 Ahmamon 

22% 4 AS o qn Inc 

48% 38% Air Pr Chm 
29% 12% Airbus Frt 
21% 11% Alrgaslns 
12% 8%AlrlQ8» 

104 Q9AtaPw8.10# 

KB1O0% Atab B20C t 
11% 10% AtoPvOpPT t 
23% 14% Alesha Air 
21% 11% Albany liti 
32 21% AlCMhrr B 
25% 19% AtCulvr A 
49% 38% Albertsons 
22% 15% Alcan Alum 
42% 33% Alco Stand 
23% 14% AlexSrown 
27% 18 Afatf Ales s 

36% 27% ABegp US < 

48% 41% AHegn Row 320 
31 22% Alton Qp 
30 18% Allen Con 
27% 20% Allergan 
38% 28% AN nos Cop 
12% 9% AHnc© GJ 
21% 18 AW Irish x 

81% 40% AIM 810 
11% 9% AfafMunTr 
8% 7% AlsHncOp 
10% 8% AtotMnlnc 
10% B% AlaiMnlnc 
48% 34% AM Cip i 
B% 5 AHwooie 
80% 61 Alcoa 

55% 33% Alia Cp A 
11% 10% AmGkovinc 
8% Am Proas 
15AIM4 
7% Ama* GoM 
£ Ambasa Co 
n% 


« 

£1008 

4.0 19 136 
(18138 306 
2X211599 
132720 
12 30 
9X22 614 
2.0 217043 
£6 5 2 

8.3 241 

03 89 

101 306 

8.7 203 

99 18B 


8 % 

23% 

12% 

a 

26 

51% 

10% 

31% 

49% 

20% 


1.86 

2.78 

024 

044 

088 

086 

030 


028 

0.07 

020 

035 

0J4 

024 

064 

030 

098 

050 

1X10 

086 


1.75 

020 

040 

2.51 

018 

095 

1.00 

0.78 

083 

0.72 

060 

1.60 

1.80 

088 

022 

OJBO 

008 


Mi 048 
36% Amerada Ha 060 
067 
013 
197 
050 
070 


10 Am Ad] R 
22% AMflwrldis 
39 Ain Brands 
18% AfliBuUM 
31% 22% An Bn Pnl i 
8% 7%AmCq»lns 
21% 18% Am Cap Bd 
20% 18% An Cop CV 
68% 52% Ail Cysnamd 
35% 30% Am □ few 
24% 20 Am Diprow 

54% 40% AmGroiCo 
9% 8 Am Oort In 

37 19% Am HWi Pi 
32% 23 Am Karftge 

84% 63% AsHmRr 
3% 1% Am H ow ls 
116% 82 An M Gr z 

2% ^ Am hnrnl 

8% HAm InS Pf 
12% 10% Am Opp Inc 
48 30% Am Presdt 
10% 8% Am Rett Es 
3% % An 9Hp Bd 

46% 30% Am Stares 
47% 36% ATBT 
20 16 % Am Wttr 5% 
28% 20% Am W«r 
70% 48% Amsrttsdh 
38% 29 Ammon me 

18% 13% Anwieh Inc 
11% 10% Ams« Sec x 
53% 41% Amoco 
6% 5% AmpcoPiH 
12% 4% Amro Inc 
31% 21% Amsaulh 
5% 3Anacomp 
32% 18% Anodorko 
14% 0% Analog Oeu 
40 22% Angelica 
60% 81% AnhsrBstfi 
20 25% ANR PpsPf 
47% 31% AnOiem 
14 9 % Anthony In 
51% 39% Aon Carp 
22% T2Afndw Crp 
11% 8% Apes Mm F 
10% 5% AFH 
TOO 96% AppaJPwPT 
10 % 5 AppM Mag 

17 13% AppJ Pw A 
31% 22 ArcherOan 

47% 36% Amo Cnemi 
12% 6% Artels 
40% 29% Adda PI 
40% 32% Anea 4Kx 
7% 4% Armen Inc 
26 l9AmnZlPi 
37% 24% Armstrong 
30% 14% Arrow Bee 
11% 4% Anra Op 
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Profit-taking keeps 
Dow under pressure 


Wall Street _ 

PROFIT-TAKING continued to 
afflict US stock markets, with 
share prices easing across the 
board in heavy trading, writes 
Patrick Harverson in New York. 

By I pm the Dow Jones 
Industrial Average was down 
6J2I at 3,288.15, although off its 
lows for the morning when it 
had been down almost 15 
points. The more broadly based 
Standard & Poor’s 500 was also 
lower at the halfway stage, 
down 1.37 at 429.41, while the 
Amex composite gave up 0.94 
at 392.03. The Nasdaq compos¬ 
ite's recent record-breaking 
streak appeared as if it was 
about to end, with the index 
dropping 2.02 to 651.93 by 1 pm. 
Turnover on the NYSE was 
143m shares, and declines out¬ 
numbered rises by 962 to 688. 

The day's only economic sta¬ 
tistics, a 10.3 per cent fall in 
October new single-family 
home sales, were virtually 
ignored by the market because 
of their inconsistency. Ana¬ 
lysts and investors were reluc¬ 
tant to read much into the lat¬ 
est numbers after the 
commerce department 
announced a big upward revi¬ 
sion In the previous month's 
data. 

Most of the damage to prices 
was inflicted by profit-taking, 
and a fall in Caterpillar, one of 
the biggest constituents of the 
Dow average. 


The market was also nervous 
ahead of today's all-important 
employment report for Novem¬ 
ber, which will give the best 
indication yet of current eco¬ 
nomic conditions. Investors 
were worried that because of 
structural weaknesses in the 
labour market, recent, positive 
economic data might not feed 
through into the job figures as 
some had hoped. 

Among individual stocks. 
Caterpillar dropped $1% to 
$54% after the management 
said that it appeared possible 
that the company would report 
a “modest loss" in the fourth 
quarter. Caterpillar had previ¬ 
ously said that it expected to 
post a small profit in the Octo- 
ber-to-December period. 

LA Gear plunged $1% to 
$10% on a warning from the 
sports-shoe maker that it 
expects to report a loss from 
continuing operations of 
between $27m and $3im in the 
forth quarter, and a loss of 
between $69m and $73m for the 
full year of 1992. 

Consolidated Stores eased 
5% to $17 in busy tra ding after 
the broking house Merrill 
Lynch lowered its intermedi¬ 
ate-term rating on the stock 
from “buy" to “above average" 
in anticipation of a technical 
correction in retail stocks dur¬ 
ing the first quarter. 

Standard Federal Bank 
bucked the trend with a rise of 
$1% to $23% following a state¬ 
ment from the company pre¬ 


dicting 1992 earnings of $3 a 
share, up sharply from the 
S2.ll reported a year ago. 

On tiie Nasdaq market, Las¬ 
erMaster Technology dropped 
$% to $2% after warning tiiat 
it would not meet analysts' 
forecasts of earnings and reve¬ 
nues for both the second fiscal 
quarter and for all of 1993. 


TORONTO stocks followed 
Wall Street lower at midday. 
The TSE 300 slipped 6.3 to 
3267.4 in volume of 20.8m 
shares valued at C$179m. 
Declines narrowly exceeded 
advances by 210 to 207, with 
227 Issues unchanged. The met¬ 
als and minerals sector contin¬ 
ued its recovery, rising 35.69 or 
1.3 per cent to 2,789.56. 

The consumer products 
index tumbled 86.49 or 1.42 per 
cent to 5.992.54 following losses 
in Seagram which dropped 
C$1 V* to C$33 Vi after reporting 
earnings per share of 47 US 
cents after 51 US cents. 

PWA Corp fell 17 cents to 57 
cents. 


SOUTH AFRICA 

JOHANNESBURG ended 
steady to higher as a recovery 
in industrials helped to 
reverse losses in mining- 
related shares. Industrials 
gained 35 to 4,229 and the 
overall index added 1 to 3,204. 
Golds lost 2 to 863. 


Santiago weighed down 
by overheated economy 

Traders fear another rate rise, says Leslie Crawford 

S antiago's stock exchange markets in Chile, but de tails of the company's healthy third 
is suffering from a bout the new regulations are being quarter earnings, up 34 pei 
of year-end blues, due to keot under wraos. Thev are cent comiiared with the first 


S antiago's stock exchange 
is suffering from a bout 
of year-end blues, due to 
fears of another rise in interest 
rates to cool down the coun¬ 
try's overheated economy. 

The latest projections show 
the Chilean economy growing 
by over 9 per cent in 1992. 
Inflation has also quickened in 
November and may overshoot 
the government's target of 13 
per cent for the year. 

So in spite of rises in interest 
rates in August and October, 
traders believe the central 
bank will try to dampen Chi¬ 
le's frenzied economic activity 
with a further adjustment in 
base rates before the end of the 
year. 

High yields on government 
paper have siphoned off funds 
from the bolsa. The Ipsa index 
of the 40 most traded shares 
fell by 7 per cent In November, 
continuing a downward trend 
that began in August 
Compared to previous years, 
the performance of share 
prices has been modest this 
year. The Ipsa has risen by 17.7 
per cent in nominal peso terms 
since January, or by 10.4 per 
cent in dollar terms, according 
to the International Finance 
Corporation. By contrast. Ipsa 
shares more than doubled their 
value last year. 

“We do not see much year- 
end enthusiasm in the stock 
market given low third-quarter 
corporate earnings and high 
risk-free government yields.” 
say investment analysts at Cel- 
fin, the managers of Solomon 
Brothers' Chile Fund. 

Other factors are also under¬ 
mining confidence. The gov¬ 
ernment has announced a 
major reform of the capital 


markets in Chile, but details of 
the new regulations are being 
kept under wraps. They are 
expected to affect the equity 
portfolios of private pension 
funds - the biggest players in 
the stock market - and the 
ensuing uncertainty is holding 
back investors. Daily turnover 
has dropped to 36.5m from an 
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the company's healthy third- 
quarter earnings, up 34 per 
cent compared with the first 
nine months of 1991, have been 
able to revive interest in the 
shares. 

The offloading of utility 
shares has also affected End¬ 
esa. the biggest power genera¬ 
tor in Chile, even though the 
tariff cuts apply only to the 
electricity distribution compa¬ 
nies. Endesa shares, which 
account for 30 per cent of daily 
trading volume, were down 6.3 
per cent last month. They have 
lost 26.3 per cent of their value 
since June, even though profits 
were up by 22 per cent in the 
first nine months of the year. 

Traders, however, are expect¬ 
ing a rally as Endesa was 
recently awarded an “invest¬ 
ment grade" rating by Stan¬ 
dard & Poor's, making it the 
only private-sector company in 
Latin America to attain inter¬ 
national standards of credit- 
worthiness. 


average Slim in the past year. 

In addition, Chile's electric¬ 
ity companies, the most 
actively traded stocks, have 
taken a pounding following a 
very public row over electricity 
tariffs. These come under 
review every four years, and 
the government has ordered 
tariff cuts for the 1993-97 
period. By protesting too 
loudly electricity companies 
appear to have triggered a run 
on their shares. 

Enersis, the holding group 
which owns Chfiectra, the big¬ 
gest power distribution com¬ 
pany in Chile, saw its shares 
plunge by 9 per cent in Novem¬ 
ber. for a 24 per cent drop since 
their peak in June. Not even 


O ne foreign investment 
fund manager believes 
that the market has 
overreacted to what is essen¬ 
tially good news. While invest¬ 
ment and exports continue to 
grow at almost twice the rate 
of the economy, he thinks that 
fears of overheating are unwar¬ 
ranted. 

Most traders believe the mar 
ket will bounce back early next 
year, once the new legislation 
affecting Chile’s capital mar¬ 
kets is in place. They expect 
the Ipsa index to rise by 10 per 
cent in real terms between now 
and March, given the underly¬ 
ing strength of the economy 
and the growth potential of 
Chile's leading companies. 


Bourses retreat on poor corporate news 


CURRENCY worries and some 
negative corporate news 
caused bourses to retreat, 
writes Our Markets Staff. 

PARIS fell back after its 
recent gains as the possibility 
of a devaluation in the franc 
began to worry the market for 
the first time. There were 
reports that the Caisse des 
Depots bought shares late in 
the afternoon to support the 
market. The CAC-40 index 
ended 8.96 down at 1,783.33 in 
turnover of FFi2.6bn. 

Eurotunnel was the day's 
most active issue, losing 95 
centimes or 3.2 per cent to 
FFr29.15 after its chairman Mr 
Andre Benard said the channel 
tunnel project expected to raise 
new capital to help plug a 
funding shortfall which he esti¬ 
mated at FFrSbn. 

Also on the way down was 
Peugeot which dropped FFr7 to 
FFr536 after negative car sales 
data for November. Last month 
Peugeot car sales in France fell 
13 per cent from the same 
period in 1991, while sales by 
Renault rose 41.6 per cent. 

Euro Disney dropped a fur¬ 
ther FFr2.90 or 4.9 per cent to 
FFr56.50 as the fallout from 
recent broker downgrades con¬ 
tinued. 


ASIA PACIFIC 
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FRANKFURT saw a flurry of 
activity in late trading, having 
moved in a narrow range for 
most of the day. The DAX 
index closed down 10.93 at 
1,533.96 as turnover rose to 
DM4.8b n from DM4.5bn. 

Henkel fell DM23.20 or 4 per 
oent to DM569.00 following a 
presentation on Tuesday at 
which the group said it expec¬ 
ted 1992 pre-tax and net profit 
to be below 1991 levels. 

The implementation by the 
US of tariffs on steel Imports 
from Europe failed to have a 
negative effect on the sector, 
analysts said. Mr Michael Gei¬ 
ger at County NatWest in Lon¬ 
don said that Thyssen and 
Preussag have been exempted 
from the US measures and 
were therefore not directly 
affected. Thyssen closed down 


50 pfg at DM160.50 and Preus¬ 
sag, which announced a rise in 
earnings for the year to Sep¬ 
tember, slipped DM5.40 to 
DM342.10. 

Commerzbank was 30 pfg 
higher at DM2443Q ahead of its 
10-month results today, while 
Deutsche Bank eased DM4^0 
to DM67250. 

Volkswagen fell another 
DM8 to DM255 as analysts 
revise downwards 1993 fore¬ 
casts following weekend 
reports of big 1992 losses. 

MILAN was dragged down 
by weakness in Fiat and fears 
that interest rates would start 
to creep back up. At the Bank 
of Italy's repurchase tender 
yesterday, the average rate 
rose to 12.41 per cent from 12.23 
per cent The Comit index fell 
351 or L9 per cent to 43326 in 


turnover estimated at L180- 
200bn after L164bn. 

The decline in Fiat acceler¬ 
ated after the share broke 
below the chart resistance 
point of L4.000. It was officially 
fixed L265 or 6.2 per cent lower 
at L3.975 and later sank to 
L3.905 in volume of around 
7.7m shares, of which 5m were 
traded off-markeL 

Ciga, the hotel group, 
dropped L116 or 10.1 per cent to 
LI ,035 on continued worries 
about its financial position. 
Fondiaria fell Ll,350 or 4.6 per 
cent to L28J250 as the specula¬ 
tive fizz evaporated from the 
stock. 

Privatisation stocks showed 
some resistance to the down¬ 
ward pressure, as Sme eased 
LL35 to L5.465 and Credit© Ital- 
ia no g ave up L27 to L2.703. 

ZURICH was affected by the 
weaker dollar and Ciba-Geigy 
was again the day's most 
active issue with overseas sell¬ 
ing reported. The SMI index 
closed 5.3 down at 1,923.9 as 
Ciba registered shares slipped 
SFr4 to SFrSTO. 

Swiss Re went against the 
trend with a rise in its bearers 
of SFrtO to 5Fc2£60 while the 
certificates firmed SFr2 to 
SFr466. Winterthur bearers and 


registered shares rose SFr20 to 
SFr2,700 and SFr2,480 respec¬ 
tively following an announce¬ 
ment that it had sold its 37 per 
cent stake in Nordstem of Ger¬ 
many to UAP of France and 
would also take a 3 per cent 
stake in the latter. 

STOCKHOLM continued to 
decline on profit-taking follow¬ 
ing last month’s strong gains. 
The Aff&rsvarlden general 
index lost 10.90 to 885.20 as 
turnover dropped to SKr77m 
from SKr793m. . . 

Volvo B shares fell another 
SKrl2 to SKr328 following the 
release earlier In the week of 
bad new car registration fig¬ 
ures for November. 

AMSTERDAM remained 
quiet with chemicals again 
featuring among the day's 
most actives. The CBS Ten¬ 
dency index put on 0.1 to 104.4. 
A large trade in Heineken was 
noted as the stock slipped 
FI 2.60 to FI 170.80. Daf regis¬ 
tered another all-time low, los¬ 
ing 60 cents to F16.20, as the 
company denied reports that it 
was to withdraw from a joint 
venture with Renault to build 
vans in the UK. 

MADRID'S general index lost 
2.68 to 209.33 with Repsol slip¬ 
ping Pta40 to Fta2£45. 


■ 

Hong Kong’s weakness remains in focus 


Tokyo 

TOKYO closed marginally 
higher after fluctuating in a 
tight range and activity was 
limited to small-lot trading by 
public funds and investment 
trusts, writes Emiko Terawno 
in Tokyo. 

The Nikkei average closed 
80.64 higher at 17.393.68 after a 
low of 17,254.76 in the morning 
and a high of 17,408.83 in the 
afternoon. After firming at the 
start, following Tuesday's 
approval of the government's 
Gsral supplementary budget by 
the House of Representatives, 
early gains were erased by 
investment trusts* selling. 
However, bargain-hunting by 
public funds supported prices 
in the afternoon. 

Volume fell to 200m shares 
from 266m as advances led 
declines by 479 to 468 with 176 
issues unchanged. The Topix 
index of all first section stocks 
gained 4.23 to 1,308.31 and in 
London the ISE/Nikkei 50 
index rose 0.26 to 1,056.50. 

Investors said that aside 
from public funds and dealers' 
trading, genuine buying was 
scarce. Some investors sup¬ 
ported small-capital shares, 
and the second section rose for 
the 10th consecutive day. 

Toy makers and video game 
makers were strong ahead of 
the Christmas season. Konami 
rose Y230 to Y2.950 and Sega 
Enterprises rose Y300 to 
Ylfl.000. Bandai. the largest toy 
maker, gained Yl7i) to Y3.750, 
while Takara rose Y130 to 
Y 1.330. 

Semiconductor equipment 
makers rase on prospects of a 
recovery in the US chip indus¬ 
try. Kyocera, the semiconduc¬ 
tor ceramic package maker, 
rose Y70 to Y4.240. Toshiba, 
which has strong business ties 
with US companies, rose Y2 to 
Y622. Other high-technology 
issues fell on profit-taking, 
with NEC down Y7 to YS68 on 
earnings worries, and Matsush¬ 
ita Electric Industrial retreat¬ 
ing Yl0 to YI.140. 

Speculative favourites rose 
on short-term buyina by deal¬ 
ers. with Nippon Carbon up 
Y33 to Y513 and Clarion rising 
Y.10 to Y472. 


On the over-the-counter mar¬ 
ket, TSD, the computer soft¬ 
ware maker, lost Y47 to Y573 
after announcing that it expec¬ 
ted to see losses on the pre-tax 
and after-tax level for the Sep¬ 
tember year-end. 

In Osaka, the OSE average 
gained 0.21 to 18,773.28 in vol¬ 
ume of 30.2m shares. Nintendo, 
the video game maker, gained 
Y500 to Y11.000 on reports of 
an upward earnings revision 
by a leading Japanese broker. 

Roundup 

A further fall in Hong Kong 
depressed many of the region’s 
markets yesterday. 

HONG KONG fell nearly 2 
per cent at the opening follow¬ 
ing Governor Chris Patten's 
statement that he intended to 
press ahead with democratic 
reforms. But bargain-hunting 


helped to lift the Hang Seng 
index off the day's low of 
5,391.71 to close 91.23 down at 
5,410.48 in turnover of 
HK$2.4bn. 

Some analysts fear that the 
uncertainty could last until 
next February when the draft 
reform proposals are presented 
to the legislative council. 

Mr Michael Fr anklin at Kim 
Eng Securities said it was 
likely that international fund 
managers were seeking to lock 
in their profits before the year- 
end and would attempt to buy 
back in early 1993. 

AUSTRALIA drifted lower on 
worries about the domestic 
economy and the weak local 
currency. The All-Ordinaries 
index finished 5.8 lower at 
1,4385 in turnover of A$161m. 
On Tuesday the Austr alian dol¬ 
lar fell to a new five-year low 
against the US currency. 


National Australia shed 10 
cents to A$7.16 following an 
analysts' presentation. Com¬ 
monwealth Bank rose 2 cents 
to A$6.00. 

SINGAPORE eased with 
profit-taking in some blue 
chips. The Straits Times indus¬ 
trial index fell 4.18 to 1.45959 
with 111.8m shares traded. 
Among active issues, DBS for¬ 
eign shares fell 30 cents to 
S$1350, SIA foreign 20 cents to 
S81650 and Sembawang Ship¬ 
yard 20 cents to S$8 .10. 

KUALA LUMPUR rebounded 
on bargain-hunting and specu¬ 
lative buying and the compos¬ 
ite index gained 4.28“ to 641.51 
with 168t5m shares traded. - 

SEOUL weakened after the 
government decided not to cut 
the rediscount rate. The com¬ 
posite index shed 9.73 to 65020 
in turnover of Won522£bn. 

TAIWAN fell in spite of a 
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rise in the financial and paper 
sectors. The weighted index 
lost 1L06 to 3,635:70 in turn¬ 
over of T$4.3bn after TS6-34hn. 

MANILA rose on news that 
drilling for oil off the Island of 
Palawan would go ahead. The 
composite index advanced 6.92 
to 1.273.40 in turnover of 
244.4m pesos. 

NEW ZEALAND saw thin 
trading as the NZSE-40 index 
eased 13.78 to 1,525.56 in turn¬ 
over of NZ$22m. Telecom and 
Fletcher Challenge led the 
market down with falls of 4 
cents each to NZ$2.53 and 
NZ$125 respectively. 

BANGKOK extended its 
gains with a good performance 
in the banking sector. The SET 
index rose 13.42 or 1.5 per cent 
to 874.75 in turnover, of some 
Bt4.74bn. Thai Fanners Bank, 
the most active stock, jumped 
Bt40 to Btm 
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Any questions? 


_ FT-ACTUARIES WORLD INDICES _ 

Jointly compiled by The Financial Times Limited, Goldman, Sachs & Co., and County NatWest/Wood 
Mackenzie in conjunction with the institute of Actuaries and the Faculty of Actuaries 


NATIONAL AND 

REGIONAL MARKETS _ 

Figures in parentheses US 
snow number ot lines Dollar 

ol slock Inon 

Australia (68). 114.87 

Auatria (19). 138.76 

Belgium (42). 134.88 

Canada (113). 112.65 

Denmark (34). 189.58 

Finland (15). 72.55 

France (90). 146 50 

Germany (64). 106.90 

Hong Kong (53). 223.13 

Ireland (16). 137.SO 

Italy [77) . 56.02 

Japan (472). 104.96 

Malaysia (69). 271.97 

Mexico (18).1592.84 

Netherland (25). 152.43 

New Zealand (13). 42.68 

Norway (22). 145.63 

Singapore (38). 205.93 

South Africa (SO). 143.87 

Spain (40). 115.48 

Sweden (31). 167.18 

Switzerland (60). 108.45 

United Kingdom (237). 170.41 

USA (522). 178.07 

Europe (779). 135.61 

Nordic (102). 150.76 

PacIRc Basin (713). 109.31 

Euro-Padflc( 1492). 119.95 

North America (635). 172.14 

Europe Ex. UK (552). 114.76 

Pacific Ex. Japan (241).... 152.08 

World Ex. US (1683). 120.87 

World Ex. UK (1978). 135.52 

World Ex. So. Af. (2145).. 138.62 
World Ex. Japan (1733)... 157.58 
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FINANCIAL TIMES SURVEY 




SECTION m 

Recession has seen the buy-out 
gain widespread acceptance as a 


way of restructuring businesses. 
But times are tougher for backers 
as deals fall in value and more 


effort is required to put them 


together. Charles Batchelor reports 

Proving 

their worth 


Thursday December 3 1992 



. of companies going private will 
be restricted to businesses still 
dominated by a strong foun¬ 
ding entrepreneur but, as 
Amstrad illustrates, even these 
deals are not trouble-free. 




MANAGEMENT buyouts have 
had a good recession. .They 
have proved their worth as a 
means of restructuring compa¬ 
nies and almost redeemed the 
mistakes of the L98&89 boom. 
Nothing, it appears, succeeds 
quite like a buy-out in motiva¬ 
ting managers and in revitalis¬ 
ing tired businesses. 

Few corporate boards will 
now reject the idea of selling a 
non-core or under-performing 
business to management as an 
alternative to a sale a corpo¬ 
rate buyer. ICL BP and Hanson 
have all disposed of parts of 
their operations by means of a 
buy-out in recent months. 

Some idea of the scale of 
activity in the UK can be 
gained from the fact that there 
were more buy-outs in 1991 
than acquisitions of indepen¬ 
dent companies. Total buy-out 
activity over the past decade 
has amounted to nearly 4,200 
deals worth more than £26bn 
at current prices, according to 
Nottingham University's Cen¬ 
tre for Management Buy-Out 
Research. 

Buy-out transactions have 
declined throughout Europe 
over the past two years from 
the feverish levels of 1988-89. 
But they still accounted for 55 
per cent of all UK.venture capi¬ 
tal investments by value last 
year and for 35 per cent of 
European venture capital 
spending. 

That is the good news. TJut 


life has grown tougher for the 
organisations which arrange 
and finance buy-outs. They are 
having to devote more effort to 
putting deals together and, 
with less debt finance available 
to gear up the equity, face the 
prospect of lower returns in 
the next few years. 

The size of deals and hence 
the return for the effort 
involved has also fallen. The 
largest buy-out completed by 
the end of November was the 
£140m purchase of Gaymer 
Group Europe - owner of the 
Olde English cider, Babyeham 
and Sanatogen Tonic Wine 
brands - from Allied-Lyons. 
Compare this with the late 
1980s when every year set a 
new record: MFI valued at 
£?18m in 1987, Reedpack worth 
£805m in 1988 and Gateway at 
£&37bn in 1989. 

The number of huge buy¬ 
outs - those worth more than 
£50m - is closely Baked to the 
economic cycle because the 
bigger deals are more depen¬ 
dent on the willingness of the 
hanks to provide debt finance, 
according to a recent study by 
London Business School. But 
investment in smaller transac¬ 
tions - valued at less than 
£25m - remains fairly con¬ 
stant throughout the economic 
cycle because these deals usu¬ 
ally have lower levels of gear¬ 
ing, the researchers found. 

. Overall, 1992. seems set to 
mark k slight recovery in the 


UK buy-out sector after two 
years of decline. Forty four 
large deals (each valued at 
£lQm or more) worth a total of 
£1.47bn were completed in the 
first nine months of the year. 
This compares with the same 
number of deals, although with 
a total value of £l-88bn, com¬ 
pleted in the whole of 1991, 
according to accountants 
KPMG Peat Marwick. 

Buy-out fund managers 
believe there will a sharp 
increase in the number of deals 
completed in the final three 
months of the year. “There are 
more st gn$ of life in the mar¬ 
ket,” says Mr Hugh Mumford, 
managing director oT Electro. 

“Financially stretched com¬ 
panies which deferred a deci¬ 
sion to dispose of parts of their 
business now realise they have 
to sell.” Several vendors are 
under pressure to complete dis¬ 
posals by the end of the year so 
that they can include the sale 
price in the 1992 accounts, says 


another buy-out specialist 

This pressure to complete a 
sale has meant that many ven¬ 
dors have become more realis¬ 
tic about the price they can 
expect. Some deal-makers 
remain concerned about price 
levels however. This is one rea¬ 
son Morgan Grenfell Develop¬ 
ment Capital has not com¬ 
pleted a large deal in the past 
year, according to Mr Robert 
Smith, chief executive: 

Deal activity is only one 
measure of the buy-out sector’s 
success, however. Realisations 
are just as crucial to Its health. 
MFI, seen by many as 
bell-wether of the buy-out 
industry, finally achieved a 
public listing, at a valuation of 
£669m. in July but in general 
“exit" options have narrowed. 

After a brief opening of the 
li f tin g “window” in the imm e¬ 
diate aftermath of the Conser¬ 
vative's election victory in 
April the stock market has not 
looked kindly on flotations. 


The Unlisted Securities Mar¬ 
ket and even the small end of 
the main stock market lack 
liquidity and are less attractive 
to company boards, while cor¬ 
porate purchasers have had 
less time to look for acquisi¬ 
tions as they wrestle with their 
own problems. 

“We have been hanging on 
longer to our buy-out invest¬ 
ments than in boom times," 
says Mr Stephen Curran, chief 
executive of Candover invest¬ 
ments. “Returns will come 
down over the next few years,” 
forecasts Mr Mumford. “Big 
returns were made from lever¬ 
age in the 1980s. To achieve 
results in future the venture 
capital community will have to 
become more creative." 

A few years ago venture cap¬ 
italists saw a profitable market 
in taking public companies pri¬ 
vate again once the gloss of a 
public listing wore off. But- 
these deals have proved diffi¬ 
cult The institutions are reluc¬ 


tant to see the diversity of 
their listed company portfolios 
reduced and frequently suspect 
managers or misusing inside 
information on the business. 

The b anka are often reluc¬ 
tant to finance such deals 
because of problems in secur¬ 
ing their lending and it is fre¬ 
quently difficult to suggest a 
plausible “exit" strategy when 
the buy-out is removing the 
most obvious exit of alL After 
six “going private” deals in 
1991, only one deal - of Con¬ 
tinuous Stationery, the Pronta- 
print franchise group - has 
been done this year. 

In October Mr Alan Sugar, 
founder of Amstrad, the con¬ 
sumer electronics group, 
announced plans to take his 
company private but ran into 
criticism over the price he was 
offering for the shares and the 
amount of Information pro¬ 
vided on bis future plans for 
the company. Buy-out fond 
managers believe the number 


Public-to-private deals may 
be difficult to do but the pnva 
tisation of public sector organi¬ 
sations continues apace. Local 
councils, bus operators and 
port authorities have been sell¬ 
ing parts of their operations 
while the proposed privatisa¬ 
tion of British Coal opens up 
further opportunities. 

British venture groups have 
played a leading role in spread¬ 
ing equity financing tech¬ 
niques throughout Europe but 
some British groups an? now 
more cautious about doing 
deals there. Eastern Europe 
appears to offer great opportu¬ 
nities as state industries are 
privatised. 

However UK groups are 
wary. “A huge amount of work 
needs to be done an the physi¬ 
cal, legal and accounting infra¬ 
structure in eastern Europe,” 
say's Mr Michael Smith, manag¬ 
ing director of Citicorp Ven¬ 
ture Capital. In spite of this 
Citicorp has backed deals in 
Hungary and has been more 
active than most in financing 
buy-outs in continental 
Europe. 

Throughout continental 
Europe, buy-out activity 
declined by an estimated 15 per 
cent in 1991 with just 351 deals 
being completed, according to 
the Centre for Management 
Buy-Out Research. The total 
value of deals rose slightly 
however, from E4bn to £4.2bn. 

The buy-out has gained wide¬ 
spread acceptance as a means 
of restructuring overstretched 
businesses and inefficient 
national economics. Even if 
nothing else emerges UK funds 
will have a job to do arranging 
more sensible financial struc¬ 
tures for the over-borrowed 
buy-outs of the late 1980s. 

But their main challenge will 
be to continue to give investors 
the high levels of return they 
have come to expect. Many UK 
pension funds and other insti¬ 
tutions are reviewing their 
commitment to unquoted 
investments as an asset class. 
The buy-out specialists will 
have their work cut out to 
meet their expectations. 
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ATTRACTIVE, SUCCESSFUL, Venture Capitalists 

- looking for partners, with a view to mutually 
beneficial relationship. Please send particulars. 




7e arrange management buy outs and buy ins valued at £10 
tillion or more. We now want to add to the 50 transactions 



we have already backed. Why not send your business plan 
to us today. It could be the start of a beautiful relationship. 


PHILDREW vv ENTURES 

Creative Capital for Management Buy-Outs. 

Triton Court, 14 Finsbury Square, London EC2A1PD. Telephone 071 628 6366. 


PH IT.DREW VENTURES IS A MEMBER OF IMRO AND AN ASSOCIATE OF UBS ASSET MANAGEMENT (UK) LTD. 
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Charles Batchelor unravels the tangled web of industry jargon 

Of collars and cylinders 



Total number 


#■ 


EVERY trade or profession has 
its technical terminology or 
jargon and the buy-out sector 
is no exception. Buy-outs in 
Britain have traditionally been 
handled by venture capitalists 
so some of the terms derive 
from venture and development 
capital areas. 

Other expressions have come 
from the world of corporate 
finance. But whatever their 
provenance, they can be con¬ 
fusing to buy-out teams, many 
of which have no previous 
experience in this Geld. 

Bimbo 

A somewhat controversial 
term coined by Si to describe a 
deal involving both existing 
and outside managers: a buy- 
in/management buy-out or 
bimbo. About half of all rfenis 
take this form. 

Bought deal 

This is when a deal maker pro¬ 
vides all of the finance needed 
for a buy-out deal and then 
sells on or syndicates part of 
the funding to other investors 
later. Carried out by the larger 
providers of finance when 
speed or confidentiality are 
particularly important for the 
deal to succeed. 

Bridge finanmiig 
Short-term funding provided 
when a company is about to 
raise a new round of equity or 
is about to go public. 

Business plan 

The document put together by 
m a n agers to justify their appli¬ 
cation for finance. Should con¬ 
tain summaries of past and 
projected profit and loss 
accounts, balance sheets and 
cash flows. 

It should also include details 
of products and services, mar¬ 
kets, future strategy and pro¬ 
files of the managers. A warn¬ 
ing, however don't get too 
carried away. Most financiers 
will not go beyond the two- 
page executive summary. 

Caps, collars and cylinders 
Clauses in buy-out deals which 
limit the extent to which the 
interest rate charged on bor¬ 
rowed funds can rise or falL A 
safeguard against borrowing 
costs rising to the point where 
they endanger the company. 


Such agreements usually have 
a limited life of one or two 
years. The longer the period of 
cover the more expensive the 
collar or cap. 

Carried Interest 
A stake taken in the investee 
company by the venture capi¬ 
tal or buy-out fund managers. 
Can be in the form or options. 

Deal flow 

The rate at which investment 
propositions come to the deal- 
maker or financier. Many 
claim to select only one deal In 
50, although deal Dow numbers 
are treated by some as a sort of 
virility symbol. 

Development Capital 
Later stage finance for more 
established companies which 
are profitable or nearly profit¬ 
able. Less risky generally than 
early stage finance. 

Due diligence 

Detailed analysis and appraisal 
of the background or the entre¬ 
preneur and his business plan. 

Earn-out 

Either a formula for relating 
the final purchase price of a 
company to actual future earn¬ 
ings or a means of encouraging 
management to perform by 
payment on the basis of future 
performance (see also Ratchet). 

Employee buy-out 
A deal involving not just the 
top management but also all or 
a large number of the more 
junior employees of the organi¬ 
sation. The difficulty of involv¬ 
ing large numbers of employ¬ 
ees without disclosing a deal 
prematurely has meant that 
relatively few of these deals 
have been done. 

Some managers get round 
this by staging a buy-out and 
then involving other staff later 
at a later stage. 

Employee share ownership 
plan (Esop) 

A trust which is established to 
acquire shares in a company 
for subsequent allocation to 
employees over a number of 
years. 

Exit 

The point at which the finan¬ 
cier sells his holding in the 


buy-out company either 
through a trade sale to a larger 
company, by the management 
buying out the other investors 
to assume complete control, or 
by a stock market flotation. It 
is essential the managers and 
their financial backers agree 
from the outset on the exit 
strategy. 

Gearing or leverage 
The ratio of debt to equity in a 
company’s capital structure. 
Intermediate forms of capital, 
such as redeemable preference 
shares and convertible loans, 
can complicate the calculations 
and mean a variety of ratios 
may be applied to the same 
company. 

Hands-on/hands-off 
The degree to which an inves¬ 
tor in a buy-out becomes 
involved In its management A 
hands-on investor would nor¬ 
mally nominate a non-execu¬ 
tive director to the board and 
might commit some of its other 
executives to help out if the 
company ran into difficulties. 
Hands-off investors would have 
little or no active involvement 
in the company. 

Internal Rate of Return (QLR) 
Different investors work this 
out in different ways but the 
term generally refers to annual 
compound rate of return to the 
investor over a given period of 
time. 

Returns normally include 
dividend distributions and 
profits from either disposals or 
a fair valuation of the buy-out 
company. 

Junior debt 

Loans which rank after 
secured or senior debt for 
repayment in the event of a 
default. 

Junk bonds 

High yielding, unsecured debt 
used in US buy-outs. Since the 
debt is in the form of a bond 
certificate, it can be bought 
and sold more easily than the 
mezzanine loans (qv) used to 
finance UK buy-outs. 

Lead investor 

Venture capitalist or other 
deal-maker with the largest 
share in the syndicated invest¬ 
ment. 




While other 
been in and on 


of MBIs and M 




we’ve always 




Through thick and thin, through boom and slump, 
Barclays has remained committed to Senior Debt financing. 

Whatever the financial climate, whatever the size of 
the deal, we believe that if the proposition is right, we 
should support it. 

Our clients obviously appreciate our strong 
geographical presence, the experience of our Acquisition 
Finance Team and the fact that we offer a 'one stop shop! 


If you’re 
please contact 
071-696 2804. 


looking for a sound financial partner, 
Anton Fawcett or Arthur James on 




BARCLAYS BANK PLC, ACQUISITION FINANCE UNIT. 
MURRAY HOUSE, I ROYAL MINT COURT, LONDON IX3N 1HH. 




BARCLAYS 


He or she usually initiates 
the deal and then takes a 
hands-on role on behalf of the 
other partners. 

Lemons and plums 
Bad deals and good. Bad 
Investments usually go wrong 
before the good ones produce a 
profit: the lemons ripen before 

the plums. 

■ 

Leveraged buy-out 
Similar to a management 
buy-out, though usually 
applied to US deals where the 
transaction will have been ini¬ 
tiated by a financial group 
rather than the manag ement. 
The name refers to the high 
level of borrowing which the 
company takes on, using the 
assets being purchased as 
leverage. 

When British buy-outs 
seemed to be going the way of 
their US counterparts, with 
large, highly speculative deals 
being put together by City 
financiers, the term started to 
be applied to UK buy-outs. 
Nowadays the Idea of high lev¬ 
els of leverage is a distant 
memory. 

Living dead 

Companies which are just 
about trading profitably but 
which are unlikely to do really 
well 

A slightly dated term used 
about investments the deal- 
makers prefer to forget 

Lock-out agreement 
An agreement to give the 
buy-out team time to negotiate 
the purchase of their company 
free of pressure from other bid¬ 
ders. 

Management buy-in 
An offshoot of the manage¬ 
ment buy-out industry. The 
purchase of a business by one 
or more outside managers with 
the help or a group of financial 
backers. 

The term was applied indis¬ 
criminately in the late 1960s to 
any bid which Involved a 
well-known City figure on the 
grounds that a buy-in sounded 
more constructive than the 
hostile takeover that it usually 
was. 

Buy-ins are now seen as 
being considerably riskier than 
buy-outs because they involve 
an outside management team 
which does not know the com¬ 
pany as well 

Many deals are neither pure 
buy-ins nor buy-outs but bim¬ 
bos (qv). 

Management buy-ont 
The purchase erf a business by 
its existing management with 
the help of a group of financial 
backers. 

The managers put up a rela¬ 
tively small amount of the 
total finance but usually gam a 
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disproportionately large share 
of the equity. Buy-outs are 
funded largely by loans 
secured on the assets of the 
company itself. 

Mezzanine finance 
This refers to loans, that are 
usually unsecured, which rank 
after secured or senior debt but 
before equity in the event erf 
the company faffing 

To compensate for the 
greater risk, they usually carry 
interest 1 to 3 percentage 
points above secured loans and 
often carry an equity “kicker” 
to give the lender a stake in 
the equity. 

Newco 

The management buy-out is 
usually carried out through a 
newly created company which 
is normally referred to as a 
newco. 

Preferred ordinary shares 
This refers to the ordinary 
shares which are taken up by 
the outside Investors in a 
buy-out. 

These shares rank ahead of 
the plain ordinary shares 
which are owned by the man¬ 
agement in terms of dividends 


and the pay-out in the event of 
a winding-up. . 

Ratchet 

An incentive arrangement 
whereby the managers get a 
bigger share of the equity if 
the venture performs well. 
Sometimes managers forfeit 
shares if they do particularly 
badly (see also Earn-out). 

Second round financing 
Increasingly needed to help 
buy-outs which have run short 
of funds. Can also be given to 
businesses which have done 
well and are able to raise new 
money for further investments^ 

Senior debt 

Secured dfibt which ranks first 
in terms of repayments in the 
event of a default (see also 
junior debt). 

Slippage 

Happens when the buy-out 
company starts to eat up more 
cash than expected because 
development costs exceed "bud¬ 
get or sales grow too slowly. 

Syndicated investment 
An investment which is too 
large and risky to be handled 


by one investor and which 
needs to be shared among sev¬ 
eral partners. 

- Fewer deals are syndicated 
in present market conditions, 
while syndicates afan involve 
fewer participants. 

This is partly because the 
smaller deals do not require so 
many players. Hbwever it also 
means that-if trouble arises, 
fewer people have to be con¬ 
sulted in order to sort out the 


Tender financ e 

Finance provided by the ven¬ 
dor jri the form of either a 
deferred payment or a retained 
minority, stake in. the bought- 
out conipariy. usually in the 
form of loan notes. 

It allows the vendor to share 
in the profits of the company if 
it does well and can also be 
used to boost the sale price, 
thereby impressing the ven¬ 
dor’s shareholders. 

Venture capitalist 
This is the deal-maker who 
provides the funds and the 
advice for entrepreneurs who 
are either starting a business 
from scratch pr staging a man¬ 
agement" buy-out. 
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ECI is a leading independent venture capital group. Recent deals itidude • 
buyouts from EMAP, first National Finance/ MaxwdI and WhltbreadipIus : 
the buyouts of National Express^ Promapriitt, Treats and;Ga«ies Workshop 

•Buyout size£lm -£20m - -*.. 
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MANAGEMENT BUY-OUTS 3 


THE DEAL LEADERS 


Industry participants 
begin to thin out 


BUY-OUTS have proved a 
profitable niche for the British 
venture capital industry - so 
profitable, in tact, that while 
interest in start-ups and other 
early-stage deals has waned, 
many venture capitalists have 
made buy-outs the focus of 
their activities. 

A growing number of the 
smaller venture capital funds 
which backed early stage ven¬ 
tures have ceased making new 
investments. 

So far, the attrition visible 
elsewhere In the Industry has 
yet to show itself among the 
buy-out funds but, many par¬ 
ticipants expect, ft will not be a 
long time coming. The indus¬ 
try is rationalising itself and 
polarising around a dozen or so 
players,” says Mr Ian Forrest, 
managing director of Montagu 
Private Equity (formerly Mid¬ 
land Montagu Ventures). 

The reasons for this thinning 
out of the Industry are not 
hard to find . Poorly performing 
funds will be unable to raise 
new finance from outside 
investors or, if they are "cap¬ 
tive” Institutions owned by a 
larger financial services group, 
will be unable to persuade 
head office that they deserve 
more money. 

The decision earlier this year 
by Hill Samuel, the merchant 
banking part of the TSB group, 
to put its development capital 
arm up for sale, showed that 
even the captive organisations 
are not as secure as was previ¬ 
ously assumed. 

Hill Samuel's move reflected 
a decision to concentrate on 
activities which provided a 
quicker pay-off than develop¬ 
ment capital. 

The Increased vulnerability 
which the captive funds feel 
has persuaded their managers 
that they must be more active 
in promoting their activities 
within their own organisa¬ 
tions. 

“We make sure that we pub¬ 
licise internally any cross-re¬ 
ferral business we create,” says 
one. 

So which are the most active 
buy-out funds and those most 
likely to form the slimmed- 
down core of the Industry in a 
few years’ time? 


-~i the bu^-out team Mae 
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Any list of the leading play¬ 
ers active in the UK market 
would include Candover, 
Charterhouse Development 
Capital, CINVen, Morgan Gren¬ 
fell. 3i, Phildrew Ventures, 
Schroder Ventures, County 
NatWest, Montagu Private 
Equity and Electra. 

A shorter list of buy-out 
teams active in continental 
Europe would also include 
Candover, 31 and Schraders, 
but with the addition of other 
organisations such as Citicorp 
Venture Capital 

Membership of either of 
these lists denotes a serious 
commitment to the buy-out 
field but does not necessarily 
mean that all the funds have 
been active recently. Morgan 
Grenfell Development Capital 
has not made a large buy-out 
investment for nearly a year 
because it has not seen a suffi¬ 
ciently attractive deal, says Mr 
Robert Smith, chief executive. 

3i continues to head the 
KPMG Peat Marwick deals 
table, completing 15 new deals 
in the year to the end of Sep¬ 
tember 1992, but has not been 
noticeable bidding for the larg¬ 
est deals recently, several 
other buy-out specialists 
report 

This may reflect a decision 
by 3i to close what used to be 


known as its City office and to 
put more effort into helping its 
area offices to do larger deals. 

Other leading funds include 
Midland Montagu Ventures, 
which has completed seven 
deals in the past year, Schro¬ 
der Ventures with six deals, 
and CINVen, which manages 
pension funds for the British 
Coal, British Rail and Barclays 
Bank, with four deals. 

One factor which Is likely to 
lead a further concentration of 
the buy-out industry is the 
desire for many players to take 
a deal completely on their own 
books or to limit the size of the 
syndicates they form. 

The large, unwieldy syndi¬ 
cates put together to finance 
deals in the late 1980s were not 
well suited to dealing with the 
problems experienced by their 
portfolio companies. So deal 
leaders are now only willing to 
work together with small 
teams of like-minded funds 
they fed they can trust 

Syndicates - such as those 
which backed the buy-out of 
Mecca Leisure in 1985 involv¬ 
ing 23 members, and that of 
Maiiinann Denny In the sam p 
year with 19 members - are 
unlikely to be repeated. 

The average number of 
investors in a £100m-£250m in 
1986 was 16, Electra has calcu- 
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latedL By 1991 it had fallen to 
four members. Deals of 
between £10m and £25m 
involved on average six inves¬ 
tors in 1986 but only two in 
1991. “People want to take big¬ 
ger stakes in companies 
because they want to be closer 
to them," says Mr Hugh Mum- 
ford, Electra managing direc¬ 
tor. “Investors don't want to be 
passive." 

The shortage of larger, high 
quality investment opportuni¬ 
ties has led to the originators 
of deals hanging on to what 


they have,” says Mr Gordon 
Bonnyman, managing director 
of Charterhouse Development 
Capital. 

“If they do syndicate they 
choose partners who can recip¬ 
rocate.” 

3i and Prudential Venture 
Managers went a step further 
with the announcement in 
June of a collaboration agree¬ 
ment to underwrite jointly 
medium-sized and large buy¬ 
outs and buy-ins - those with 
a purchase price of £15m or 
more. 


Five deals have already been 
jointly funded under this 
arrangement which actually 
took effect from the beginning 
of the year. 

But to concentrate solely on 
the impending concentration 
among the larger buy-out 
funds would be to ignore the 
large number of smaller deals. 
The big transactions have dis¬ 
appeared but considerable 
activity still takes place in 
deals valued at less than £5m. 
A broad range of equity funds 
and banks continues to finance 


these deals, some which use 
only debt 

The shake-up among the 
banks providing debt for buy¬ 
outs has been no less severe 
than among the equity funds. 
The banks; many of them from 
the US, which piled into the 
highly leveraged deals of the 
late 1980s, have departed. For 
the past year or so the debt 
side of buy-out funding has 
been dominated by a trio of 
British banks, the Bank of 
Scotland,' Rational Westmin¬ 
ster Bank and Barclays Bank. 


These three still have a com¬ 
manding role but there are 
signs that other banks are 
starting to revive their buy-out 
financing teams, says Mr 
Anton Fawcett, who heads Bar¬ 
clays’ buy-out activities. Two 
UK merchant banks, Morgan 
Grenfell and NM Rothschild 
have begun providing buy-out 
debt while continental Euro¬ 
pean banks, particularly the 
Swiss, are.showing Increasing 
interest 

Charles Batchelor 
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This announcement appears as a matter of record only 

£ 62 , 000,000 

Management Buy Out of 

THE 


Thu lUUKHincernent appears as a matter of record only 

Holmwoods 
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Transaction arranged/ negotiated and underwritten by 

CINVen 



Leading Insurance Brokers 

£33m Management Buyout of Holmwoods Group Limited from 

Brown Shipley Holdings pic 
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Equity provided by 

British Coal Pension Funds 
British Rail Pension Schemes 
Barclays Bank Pension. Fund 

Senior Debt underwritten by 
Bank of Scotland 

J O Hambro Magon & Co. advised the management team. Clifford Chance acted 
as legal advisers to the company and Nabarro Nathnnsun acted as legal advisers 

to the equity providers. 

CINVen is a member of IMRO 




I 


1‘ 


[«J ' ,J*s r l 


1 -I • 

■ ■ ■ ■ 

i « • 


■m 

j r.-jC- 

i 

-,rzfn 


■ — 


... from a rather large venture capital company 




CINVen ttH. is a member of IMRO 
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MBOs using mezzanine 


Total UBOs 


Number Amount of Total value 
mezzanine of deals 

Cm ■ Em 


■ ■ 

Number Total value % of MBOs % of deal covered 

of deals using mezzanine. . by mezzanine 

£m 


Average size at - 
mezzanine layer 
Em 


1981-84 

- 

- 

- 

2S 
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- 

- 

m 

1985 

5 
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430 

23 

870 

22 

29 

25 

1986 

7 

96 

380 

27 
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26 

25 

14 

■ 
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■ 1,510 

33 
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14 

16 

1988 

26 

280 

1,870 

55 

4,510 

47 

15 

11 

1939 

38 

864 

4.830 

71 

5.860 

54 

ta 

23 

1990 

33 
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1,140 

58 

2.010 - 

57 

16 

6 

1991 

16 

132 

860 

44 

1,080 

36 

15 

8 

1992 (to date) 

9 

66 

490 

43 

1.450 

21 

13 
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Lenders are becoming more involved in the structure of the deal 



FORGET about the venture 
capitalists and the other pro¬ 
viders of equity finance: the 
key to completing a buy-out 
nowadays is the banker. 

The banks are still recover¬ 
ing from the losses and provi¬ 
sions they made on some of the 
highly geared deals completed 
in the late 1980s and take a far 
more cautious attitude to any 
lending secured on future cash¬ 
flows rather than more tangi¬ 
ble assets. 

“Banks are no longer com¬ 
peting for market share but 
rather are seeking quality 
assets and good returns,” says 
Mr Anton Fawcett, head of 
buy-out finance at Barclays 
Bank. 

In the past banks would 
often allow a buy-out to breach 
lending covenants only to see 
the equity provider walk away 


when the company’s fortunes 
continued to deteriorate. If the 
bank had pulled out when the 
terms of the loan agreement 
were first breached it could 
have probably recovered all its 
money, he says. 

The result has been that 
banks are usually reluctant to 


lend more than half of the 
value of the deal and they 
insist on interest cover of at 
least two times from projected 
profits. 

“It is still difficult to get debt 
in quantity on larger deals." 
says Mr Robert Smith, chief 
executive of Morgan Grenfell 


Development Capital. 

Figures from accountants 
KPMG Peat Marwick show that 
the ratio of debt and mezza¬ 
nine finance to equity fell back 
to U to l in the first half of 
1992 from 1.7 to L in the second 
half of 1991. 

The decline from the peak of 


the buy-out market in 1989 is 
even more pronounced. In the 
second half of that year the 
ratio was 5.9 to l. 

A more detailed break-down 
□C debt structures carried out 
by the Nottingham University 
Centre for Management 
Buy-Out Research showed that 


in smaller deals, valued at 
under ElOm, in the first half of 
1992 equity and debt each 
accounted for 44 per cent of 
total finance with the balance 
made up by small amounts of 
mezzanine and loan notes. 

In deals of more than £10m, 
equity accounted for 41 per 
cent and debt for 38 per cent. 

Growing familiarity with 
buy-outs has meant that the 
banks now look more closely at 
projected cash flows and the 
interest cover ratio than at bal¬ 
ance sheet ratios. 

This reduction in gearing 
has meant that the equity pro¬ 
viders have had to reduce their 
expectations of returns. Some 
are now starting to worry that 
deals are "under-geared". The 
result is that even greater pres¬ 
sure Is being put on the ven¬ 
ture capitalists to force down 


Growing familiarity with buy-outs has meant that 
the banks now look more closely at projected 
cash flows and interest cover ratios 


the price of deals. If vendors 
will not go along with this 
then the deal will often not get 
done. 

The role oC mezzanine - 
high-yielding unsecured lend¬ 
ing often with equity conver¬ 
sion rights - has also been 
squeezed as deal prices have 
fallen. 

Mezzanine came In to bridge 
the gap between what the 
equity houses were willing to 
provide and bank lending in 
the 1980s but is now in less 
demand. 

Slightly more mezzanine was 
used in the first half of 1992 
than in 1991 but over the past 
four years the trend has been 
downwards. “Large deals still 
need mezzanine but smaller 
deals can be put together with 
just equity and debt," says Mr 
lan Forrest of Montagu Private 
Equity (formerly Midland 
Montagu Ventures). 

He also estimates that nearly 
70 per cent of deals have some 
form of participation by the 
vendor company. 

“This can be more flexible 
than mezzanine from an inde¬ 
pendent institution," Mr For¬ 
rest says. Bat some other pro¬ 
viders of bay-out finance take 
the view that vendor loan 
notes complicate a deal, espe¬ 
cially if something goes wrong 
and more money Is needed 
later. 

What has become noticeable 
over the past year is an 
increased desire on the part of 
the banks to involve them¬ 
selves more closely In the 
terms of the deal. This is not 
always welcomed by the equity 
providers. 

“The bankers are trying to 
take over the deals," says one 
venture capitalist, who fought 
off an attempt by one hank to 
obtain a power of veto of 
changes in the company’s 
articles of memorandum. 
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WE BANKERS’ UfcE To TAKE A More 
BANDS'ON’ APPROACH TO OOf^cUBW’ 
Ne^OTATlOMS THESE AAV-T 
- -P -- 



The banks are acting tough 
because the shortage of debt 
finance puts them in a stron¬ 
ger position and because they 
realise they needed to take a 
closer interest in the deals they 
were backing: 

In the early days the banks 
relied on the venture capitalist 
to carry out an appraisal of the 
ma nagement and the company 
that they were backing. 


‘'After one or two bad experi¬ 
ences we came to realise that 
this was a job we coaid not 
delegate," says Mr Fawcett. 
Barclays now often commis¬ 
sions a survey of the market in 
which the buy-out will be oper¬ 
ating as well as carrying ont a 
financial investigation of the 
company. 

The banks have also grasped 
the opportunity to increase 


their interest charges on 
buy-out lending and to push up 
their fees. They would aim for 
around 2 per cent over base 
rate and 1.5 to 2 per cent in 
up-front fees although they 
might not always achieve these 
levels. 

In the longer term, some ven¬ 
ture capitalists believe, the 
financial backers of buy-outs 
will have to pay increasing 
attention to obtaining a run¬ 
ning yield on their investments 
as well as the capital gain on 
realisation. 

This is because buy-outs are 
taking longer to reach an 
"exit” than some thought Less 
than a quarter of the buy-outs 
completed between 1981 and 
1991 have obtained an “exit", 
according to the Centre for 
Management Buy-Out 
Research. 

"More deals will have a yield 
element," says Mr Gordon 
MacLean, a director of 31 This 
is likely to lead to increased 
use of, Cor example, preference 
share capital and will increase 
pressures on management to 
perform. 

Charles Batchelor 
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the Conservative election vic¬ 
tory in April the buoyancy of 
the London stock market 
prompted a surge of flotations 
of buy-out companies. In July 
MFI Furniture Group, Ken¬ 
wood Appliances, Anglian 
Group and Taunton Cider were 
listed with a combined market 
capitalisation of more than 
El.ibn. 

The continuing recession 
and political uncertainty have 
since made a public listing 
unattractive for ail bat a hand¬ 
ful of companies. 

Such swings in the political 
and economic cycle are to be 
expected bat of greater con¬ 
cern to managements and the 
organisations which finance 
buy-outs is a more fundamen¬ 
tal decline In the opportunities 
for flotation. 

While the early 1980s saw 
the launch of the Unlisted 
Securities Market (USM) fol¬ 
lowed in 1987 by the creation 
of the Third Market, recent 
years have led to a narrowing 
of the options for flotation. 
The failure of the Third 
Market to attract sufficient 
high quality stocks and 
attempts to make the main 
market more accessible have 
brought about the demise of 
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the Third Market and a pro¬ 
posal by the stock exchange to 
wind down the USM. 

Big Bang and the subse¬ 
quent restructuring of the UK 
stock market have led to a 
concentration on the larger 
quoted stocks 

Even the main market has 
been unable to provide suffi¬ 
cient liquidity for the smaller 

‘The Unlisted 
Securities Market is a 
shadow of what it was 
at its peak' 

quoted company. A number of 
large securities houses have 
withdrawn from making mar¬ 
kets in many of the smaller 
stocks. 

“The USM is a shadow of 
what ft was at its peak," says 
Mr Michael Smith, managing 
director (Europe) of Citicorp 
Venture Capital- 
“We probably wouldn't take 


a company to the USM now 
but would encourage it to wait 
until it was of a size to go to 
the main market" Even there 
the absence of market makers 
at the bottom end is worrying. 

Some buy-out financiers say 
that they never used the USM 
anyway because it was only a 
half-way house to a full flota¬ 
tion. 

Others point out that some 
companies which were never 
suited to a listing were floated 
in the heady days of the late 
1980s. 

Bat even if excesses were 
committed during the boom, 
the effective removal of flota¬ 
tion as an option for the 
smaller company represents a 
loss to the buy-out sector. It 
may also have implications for 
the way deals are structured 
in future. 

-people will have to be more 
conscious of the need for a 
running yield rather chan just 
an exit realisation to get a rea¬ 
sonable return." says Mr Gor¬ 


don MacLean. responsible for 
larger buy-outs at 3i. This 
could lead to a greater empha¬ 
sis on. for example, preference 
shares in deal structures. 

In the short terra, at least 
managers of buy-out compa¬ 
nies may have mixed feelings 
about the narrowing of the flo¬ 
tation option. They are only 
too aware of the problems 
which many small companies 
have encountered after obtain¬ 
ing a listing. 

Companies hate frequently 
been unable to make rights 
issues and have found the 
pressures of listed status too 
burdensome. They have to 
spend a lot of their time keep¬ 
ing shareholders informed 
while the stork market is 
unforgiving of any temporary 
set back in performance. 

But while a nutation is the 
most high profile means of 
obtaining an -exit", a sale to a 
corporate buyer has proved to 
be the most common next step 
\n the development of most 


buy-outs. 

Ten per cent of buy-outs 
completed between 1981 and 
1991 were subsequently sold 
on to a trade bayer while just 
4.4 pet cent were floated, 
according to Nottingham Uni¬ 
versity’s Centre for Manage¬ 
ment Buy-Out Research. 

A trade sale is often the only 
option open to the company 
which is too small to go for a 
flotation. 

This usually allows the 
financial backer to realise ail 
of his investment while man¬ 
agers, if they wish, can nor¬ 
mally withdraw after a hand¬ 
over period. 

A corporate buyer may also 
be prepared to pay a higher 
price than could be realised by 
flotation if it sees synergies 
resulting from combining the 
two businesses. 

Swedish Match, which was 
sold to Procordla, a Swedish 
food pharmaceuticals group, 
earlier this year, considered a 
flotation, says Mr Smith of 
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Citicorp, which had backed the 
earlier Swedish Match 
buy-out 

But the company’s activities 
had a wide geographical 
spread, making it difficult to 
value its overseas assets and 
to decide on which market to 
float 

A sale meant investors could 
get their money back, gave the 
management the opportunity 
for added responsibility within 
the larger group and allowed 
Swedish Match to benefit from 
Procordia’s distribution net¬ 
work. 

Del Monte Foods Interna¬ 
tional got as far as announc- 
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From buy-out to expansion to acquisition, weVe been 


a mainspring of 
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success. 


In August 1990, Christopher Btunett, then Chief 
Executive of SUenfnjght Holding PLC, established liis 
ovvn furniture company - Moor-field Holduujp - to buy 
out Silenmight's upholstery division, which oompiised 
Buoyant Uphulstcrv and Cinlique. 

‘T approached a number of institutions" says 
Burnett, “but it soon became clejir that County NatWest 
Ventures were ahead of the puck. Within a week of our 
first meeting they had put together an integrated £9—5 
million funding package, comprising equity, mezzanine 
nnd senior debt, with all the fiinds being provided in- 
house”. 

Naturally County NatWest Ventures’ membership 
of the NatWest group means thal.wu enjoy the massive 
financial resources and access lo the wide range ol skills 
necessary to take a long-term view ol' our clients’ 
businesses. 

And this has allowed us, since the buy-out. to 
support Moor-field’s acquisition of the furniture division 
of Peter Black Holdings Fie, enabling the group lo 
expand its product range. 

Says Burnett, “I have ambitious plans for Moor- 
field, and the continuation of our strong relationship 
with CNWV is vital if these are lo be achieved" 1 . 

Clearly, at County- NatWest Ventures vve’iv more 
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ing plans for a flotation in 
February 1992 amid sugges¬ 
tions it might attract a valua¬ 
tion of £450m. In October, 
however, it opted for a sale to 
a joint venture between two 
South African companies. 
Royal Foods and Anglo Ameri¬ 
can Corporation, for £360m, 
citing stock market uncer¬ 
tainty. 

Sometimes a company is too. 
small to consider a public' flo¬ 
tation. A market capitalisation 
of at least £60m is needed to 
consider a float while £100m 
often makes a more realistic 
minimum, says Mr David 
Hutchings, deputy manag in g 
director of Montagu Private 
Equity. 

For all the thought that is 
given to “exits" only a small 
proportion of buy-outs over 
the past decade have reached 


this stage of development. 
Only just over 23 per cent of 
buy-outs completed between 
1961 and 1991 have achieved 
any form of exit whether flota¬ 
tion, sale, receivership or refi¬ 
nancing, according to the Cen¬ 
tre for Management Buy-Out 
Research. - 

This may be partly 
explained by the fact that it 
was not until the late 1980s 
that buy-outs began to be done 
in large numbers - 315 in 
1986 rising to a peak of 486 in 
1990. 

But the result is that the 
financial backers of buy-outs 
will- have to devote much eg 
their energy to exits, over, the 
next few years If they are to 
achieve their expected returns. 

One option which has yet to 
be explored in any detail is the 
refinancing deal which allow¬ 
ing tiie buy-out management 
to retain its independence. A 
refinancing which leaves the 
existing management in 
charge would depend on the 
business producing sufficient 
profits to fund the deaL 

Buy-outs have in the past 
been criticised for encouraging 
short-term thinking on the 
part of managements and 
financiers. A refinancing for¬ 
mula which ensured continu¬ 
ity of management and owner¬ 
ship might go some way to 
counter this as well as meeting 
the wishes of managers. 

Charles Batchelor 


When you’re 
considering an 
MBO, you 
don’t just need 
a lawyer You 

mi 

need a business 
partner. 


The legal considerations of MBOs, Mergers Sr 
. Acquisitions and all aspects of Corporate Finance 
require considerable professional expertise. 

But more chan this; they, call for thorough 
-empathy With your commercial objectives. 

AUdp ’flllkliaksn. offers* rare blend of legal 
expertise and business acumen; backed by. a 
unique-spread/of local; national and 
mtenrntionatexpertise^»theWghesr level. 




To hear more abotft Ac low firm that deals m 
business solutions, nor just legal problems, call 
Anthony Other on 071>£4$ 4141. 


., V?" 1 * /- 

O 

<’ r t 


.'t. i.i 



ALSO? WILKINS ON 

. 6 PoWgarg HiBy Londoo EC4R 255. 


.r 1 




* 


Lonmun WAKCHrirt* Uvurpp.t HiWkono Yok*-‘W 

















































sv 


5 hir:- 


"13 ■. 

-fc _ .* * 

■ . ^ 






Hi ■- 


1 * 

■:' 


■ - 


^v:; *nKfi 


\ 


2 .i 


■ 

if 


V 


# 

/ 


r 

• ^ 


i-n. "' 
‘ . '■ f 


v. • 

■ . 

! v. 


■ 1 
» . 


V, 


'i. 


.. "l» 

’»' \ 


|T 

:.%r 

■ — " ib ■" ■ 

T* 1 
■ _* 

■*. ■. ■ ■ ■ 
’ J ■ 

ii 


>; v -. 

1 ? . 


* 


. ~-s: 

i'-i- , ”■ 
... 

. _ ' 


K. 


*t % r 

■ 

r* 

■ i 

■■ 


'* "J 


• V-. 
■ % , - 
■ ■ - 1 • 1 ■ 




T+ 




CiOrfci it 

icxiei 

La • 
* ■ 

-tcu - 

■ ix 

.r.- f 


*-r* ;- 

«£*= *"' 
1 »• 

-- 


,J ij: - 

1 <ii<'' 


“■■aries Ba^ 


'-■ ^ti» 

. i.* v; 

■ ■ ^ 

■ J ' l 2 » 1 \; 

'■■■■'■-■■trshfljj. 

' rSs =piO* 
'"^■czitfiu St 


•ic p 

■ fea ► 
■"n? [»■. 

■ % -ir [fit; 

■ ■* ‘Vdidi 

‘ Li :. In* 

• ■ i\ f te- 

- •: '.■•> at 

-’■■L* in£ 

'JPS 

, ';^r 
■'• :..'T, 25 e 

.. dKij 

- . vsa t 

... ■! 

• r :^cii 


^ ihtw 

.'prZJ ■: 


,. 1 ir; 

- _ nr ■“ 

.» tfc i 


- 

—■ - 
■ ■ • 



: * 

.‘i'r - - 

I'JI W'-|' 
. .?*■-“ s 
4 -'- 

T ' 

3 b*i .- 

F^-T. - - ■ 


iC 


v Ay \ i '■ 
■ • r 


I.. B**£ ,TN 

■ , J J * t S-b i i 

f f 


&¥ 


4 * 




r 1 ! V ' s 

i i il ■ 


1 _ 


1 - 



FINANCIAL TIMES THURSDAY DECEMBER 3 1992 



£102,000,000 

MANAGEMENT BUY-OUT 
OF THE GOAL MINING BUSINESSES OF 
A F. BUDGE LIMITED 

4:' BY 

R. J. BK^I^JLPINGS) ltd. 

'/] • i^dijpnniddl^^ 

Moa cagp Ri^ gte Equity Seb^SE.Venturcs 
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Swiss Bank 
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Moo Logy P ri v ate Equity l Aw ii MK ? 
10 Lower Tlmca Street, Usodfie EC3R6AE 
TeL 071-260 9783 Ful 071-220 7265 


MANAGEMENT BUY-IN 
OF 

AUDIO & VISION FURNITURE 


TtanMctioa arranged by: 

Montagu Private Equity 

Equity provided bjrs 

Montagu Private Equity 

and oob-Uk resident private fansnon 


Debt provided by; 
Barclays Bank plc 
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■ Montagu Private Equity limited 
10 lowwltaica Stmt, Loadoo EOR 6AE 
T«t 071^260 9783 Flue 071-220 7265 
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MANAGEMENT BUY-IN 
OF REGIONAL PUBS 
FROM BASS PLC 


- v ■?! 
■ V \ 
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Led arranged and mu ctur ad bys 

Montagu Private Equity 

Equity unde rwri tten bys 

Montagu Private Equity 
Mercury Asset Management 
Lloyds Development Capital 

fBirmingham) 

Debt underwriw en by. 

Midland Bank PLC 

Due DiUgence Accountants; 

Enut ft Voting 


tr >wCt4#i 

Moaugu Private Equity Lb nftcd 
10 Lower Tbanfifl Stnseu Looditf BC3R 6 AB 
Tefc 071-260 9783 Pbac 071-220 726S 
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£25 MILLION FINANCING 

MANAGEMENT BUY-OUT OF 
FIRSTEEL GROUP LTD 

Acquired from Locsrho Pic 
Led structured and anaztged bys 

Phildrew Ventures 

and 

Montagu Private Equity 

Irtsdnitioual Equity provided by: 

The Phildrew Ventures Fund 
The Phildrew Ventures Third Fund 
Montagu Private Equity 

Shareholder* Loan Note provided by: 

Monugy Private Equity 

Debt facilities from: 

Midland Bank pic 

Professkmal Advisers; 


KPMG Feat Marwick 
Edward Entman 


Dibb Lupton Broombcad 
Cftfford Chance 


71+t£ 
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TATB 
IUITY 




Montagu Private Equity Unified 
10 Lower Thames Sum!, Londoa BC3R4AE 
Td: 071-260 9763 fee 071-220 7265 

M*vBBCtDw 
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CCA Holdings SA. 

has acquired 100% of 

Continuous Coll Anodizing N.V. 

•The equity was led and arranged by* 
Midland Montagu Investissement 
Montagu Private Equity . 

The senior and subordinated debt was provided bys 

Kredietbank N.V. 

Hindu Bdghnn 

Debt Financing Arranged by: 

Samuel Montagu & Co. Limited 

Specialised Ftaanring Dlvtoton 

A management buy-out with; 

ACE Partners, Brandi 
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FATE 
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Montagu Private Equity Limited 
10 Lover TbamoB Some, London EC3R 6AB 
Tkd: 071-260 9783 Fbu 071-220 7265 
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£ 26 , 000,000 


MANAGEMENT AND EMPLOYE BUY-OUT 

OF 

GLYDEPORT LIMITED 
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Equity led and uwdu 11 ilnea by; 

Montagu Private Equity 

Barry MckellarLtd/: 
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Mont4gu Private Equity Limited 
10 Lmt Themes Sired. Lwia EjOR 6AE 
Id 071-2609783 Fu 07I-22U 7265 


elwoidi 


£14,000,000 

MANAGEMENT BUY-IN 
OF 


(' A 


STATIONERY 
Structured, led and arranged by 
MONTAGU PRIVATE EQUITY 

Equity subscribed bys 
Montagu Private Equity 
3i 

Charterhouse Development Capital Ltd; 
County NatWest Ventures Ltd 
Debtptwided by: 

Bank of Scotland ' 

Adrisep to M. n^rmrm : ^ 




Arthur Andersen 
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Montagu Private Equity Limited 
10 Lower Thames Street, Loudon EC3R&AE 
This 071-260 97B3 Flu: 071-2207265 


£12,500,000 


Management Bay-Out 
Eight En gi neering & Automotive Businesses 

ban 

Mosaic Investments PLC 

by 

Edgemond Group Limited 
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COSMIC I §&atR&!3ft 

»piPMHrs? 8 OOCSgWtifcJC/ 


Straccnrad. Led and Arranged by 

Montagu Private Equity 

Equity Co-underwritten by 

Montagu Private Equity 
Comity NatWest Ventures (Btratinghain) 

Debt Provided by 

Midland Bank pic (Birmingham) 

Advises* co Management 

Tbucbe Rom (Birmingham) 
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LIVATE 
(UITY 

fnd fdC- r - 
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UdDUpi Private Equity Limited 
10 Lower Thnmca Street, Londoa EC38 6AE 
TeL- 071-2609783 Fu 071-220 7265 






Montagu Private Equity Limited 

10 Lower Thames Street, London EG3R 6AE 
Tel: 071-260 9783 Fax: 071-220 7265 
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MANAGEMENT BUY-OUTS 6 


Problems associated with pure 
buy-ins have deterred backers 

Hybrid deal 
seen as a less 

risky option 
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MANAGEMENT buy-ins. 
which involve an outside man¬ 
agement team moving in to 
take control of a company, 
have proved more difficult 
than many people first 
thought 

Their place is increasingly 
being taken by ‘‘bimbos” - 
buy-ins/ management buy-outs 
- which involve a combina¬ 
tion of outsiders and the exist¬ 
ing management. 

With a risk profile closer to 
that of a start-up than a 
buy-out, boy-ins in their purest 
form are now only attempted 
when the financiers are con¬ 
vinced the deal will work. 

“We are not keen on pure 
buy-ins because the risk is 
high," says Mr Hugh MumforcL, 
managing director of Electra 
Kingsway. 

Special factors, as well as a 
belief in the new managers, 
often play a role. Mr Mumford 
says his decision to back a 
boy-in at Gower Furniture was 
influenced by the fact that he 
knew the business well, having 
had an investment in the com¬ 
pany for the previous seven 
years. 


This shift towards hybrid 
deals undoubtedly contributed 
to an increase in the share held 
by buy-ins in the total buy-out 
market in the first six months 
of this year. Buy-ins accounted 
for nearly 24 per cent of the 
number of buy-out/buy-in deals 
compared with just 18.5 per 
cent in the first half of 1991, 
according to Nottingham Uni¬ 
versity's Centre for Manage¬ 
ment Buy-0ur Research. 

Most of the buy-ins carried 
out in the first half of 1992 
were of family-owned busi¬ 
nesses with the second most 
common vendors being public 
companies divesting them¬ 
selves of divisions or subsid¬ 
iaries. Buy-ins of large listed 
groups, a feature of the late 
1980s, have fallen out of favour. 

In. September, Continuous 
Stationery, which includes the 
Prontaprint copying chain, was 
taken private in a £&8m deal 
by its existing management. 
Although the deal was predom¬ 
inantly a buy-out, the incum¬ 
bent managers brought in an 
outsider with experience of 
general management and 
finance as part-time executive 
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chairman. 

31, the largest buy-in (and 
buy-out) backer in terms of 
deal numbers, took a hard look 
at its buy-in portfolio two 
years ago to analyse the fea¬ 
tures which made Tor success. 
H We had the choice of saying 
that buy-ins were too difficult 
and pulling out or of market¬ 
ing them more aggressively 
and giving the managers more 
back-up," says Mr Patrick 
Dunne, who heads 3i’s buy-in 
programme. 

31 decided to stay in the 
buy-in business but has had to 
commit considerable resources 
to making sure that the deals 
work. It subjects would-be 
buy-in managers to a tough 
selection process and devotes 
training sessions to getting to 
know them. 

The result has been an 


increase in the number of buy- 
ins/bimbos carried out by 3i 
from 31. in the year ended 
March, 1991 to 55, in the year 
ended March 1992. But whereas 
in the late 1980s only 10 per 
cent of deals were accounted 
for by bimbos, by 1992 this had 
risen to 50 per cent 

The attraction of the buy-in 
is that it broadens the range of 
managers available to carry 
out a deal, particularly if the 
existing management lacks the 
ability or the range of skills 
required to run an independent 
business. 

The problem has been in 
matching outside managers 
with a business with which 
they are not familiar. 

“Skeletons in the cupboard” 
emerged as one of the most 
frequent problems encountered 
by incoming managers accord¬ 


ing to Nottingham University. 

When 3i reviewed its buy-in 
programme it identified a num¬ 
ber of factors which made for 
success in a buy-in/bimbo. 
They were; 

• The more senior the incom¬ 
ing management team, the 
greater the chance erf success. 
Managing director experience 
was preferable. 

• Given a choice of backing 
someone with experience of the 
sector or someone with manag¬ 
ing director experience, the lat¬ 
ter was a safer bet 

• Backing someone with expe¬ 
rience of having previously 
turned round another business. 
9 Combining lTinninin g man , 
agers with some of the existing 
management - staging a 
bimbo - and ensuring both 
acquired equity in the busi¬ 
ness. Giving incoming manag¬ 


ers experience of working in 
the business beforehand. 

Buy-ins are also best avoided 
when the business concerned 
is itself a candidate for “turn¬ 
around” treatment, says Mr 
Ian Forrest, managing director 
of Montagu Private Equity (for¬ 
merly Midland Montagu Ven¬ 
tures). Combining a buy-in 
with a corporate resene 
increases the risk of failure, he 
says. 

Buy-ins may be difficult to 
stage but this is unlikely to act 
as a deterrent to managers 
seeking independence. If any¬ 
thing, the supply of senior 
executives keen to run their 
own business seems set to 
increase. 

Managers in their mid-40s 
are aware that their next pro¬ 
motion may be their last. 
Recession and the removal by 


large corporations of middle 
tiers of management have 
brought forward the retire¬ 
ment age for many executives. 
Managers aware of how vulner¬ 
able their jobs are, often see 
the attraction of running their 
own business, Mr Dunne says. 

At present most buy-ins are 
initiated by the managers 
themselves. They put together 
a team comprising people they 
know from their own industry 
and identify the target com¬ 
pany or division they would 
like to acquire. 

But buy-ins, as apposed to 
buy-outs, create greater oppor¬ 
tunities for the financier to 
play a role in shaping the deal 

“We have had more involve¬ 
ment lately in crafting teams 
and in plugging gaps,” says Mr 
Gordon Bonnyman, managing 
director of Charterhouse Devel¬ 


opment Capital 

This trend has been 
strengthened by an increasing 
desire on the part of vendors to 
approach financial groups 
directly to see if they are will¬ 
ing to make a bid. 

The advantage of this 
approach for the vendor is that 
it shortens. the sometimes 
drawn-out process of establish¬ 
ing, whether funding will be 
available. 

This does not mean, how¬ 
ever, that the financier's are 
taking over complete responsi¬ 
bility for the deal as is the case 
in the IIS. 

“I don’t see the US model 
developing here,” says Mr Bon¬ 
nyman. “We would hot buy a 
company over the head of the 
management” 

Charles Batchelor 
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EMPLOYEE share ownership 
plans (Esops) may be on the 
periphery of many people’s 
minds during a buy-out but 
those wbo have opted for them 
believe they offer great bene¬ 
fits - especially during highly 
competitive times when it is 
important for the workforce to 
poll together. 

“For employee human rela¬ 
tions, It’s exceptional,” says 
Mrs Jacqui Martin, financial 
director of People's Provincial 
Buses. “The union representa¬ 
tives wear two hats when 
they’re negotiating because 
they're shareholders as weiL 
They don't demand anything 
silly or go on strike because 
they’d be striking against 
themselves.*’ 

Based in Fareham, Hamp¬ 
shire, People’s Provincial 



Building up the team spirit 


Buses established its Esop in 
1987, when the management 
and most employees conducted 
a buy-out from the National 
Bus Company for £730,000. 
Each contributor put in £750 
to support the bid. 

At the time of the buy-out, 
20 per cent of tbe shares were 
in the workforce's hands and 
the remainder In the Esop. 
Now, after distributions of free 
shares and offers to buy 
shares, the workforce holds 60 
per cent of the shares with the 


rest in the Esop. 

Esops were established as a 
means by which employees 
could acquire a large share¬ 
holding in their company - 
whether public or private - 
without necessarily laying out 
personal capital. 

A company sets np an 
employee benefit trust (EBT) 
to acquire some of its shares. 
The trust buys shares from an 
existing shareholder using 
proceeds from a loan guaran¬ 
teed by the company and ser¬ 


viced by the company’s cash 
flow. Repayments are tax effi¬ 
cient slime payments from the 
company to the EBT are 
treated as payments to 
employees, while the trust 
uses the funds to repay the 
principal of the loan as well as 
meet interest charges. 

Shares are then distributed 
to employees, usually through 
an inland Revenue-approved 
profit sharing trust (PST). 
Attfrangh shares can be sold to 
employees, most are gifted by 


the company. As long as the 
shares are held for five years, 
employees pay no income tax 
on the sale of gifted shares. 

The EBT can repurchase 
shares from employees, creat¬ 
ing an internal market for the 
benefit of the workforce. 

During an MBO, an Esop is 
the simplest way of including 
employees in the buy-out, pur: 
charing shares on their behalf 
and distributing them once the 
buy-out has been completed... 

Not only is the Esop a means 


of raising a proportion of cash 
fin- the MBO. It is also a means 
of gaining the participation 
and commitment of the work¬ 
force. 

In a competitive bid, the 
support of employees for . the 
current management, may be 
a critical factor for the man¬ 
agement and for the fond pro¬ 
viders. 

Perhaps not surprisingly, 
g i ven the recession and mar¬ 
ket for buy-outs, the number 
of MBO-related Esops is down 
this year. 

“The greatest momentum 
was in the late 19008,” says Hr 
Robin Slagburn, senior corpo¬ 
rate flimira manager at Unity 
Trust Bank, which has funded 
several Esops. 

Continued; on Page 8 
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Who’s next? 


Candover Is well known for arranging ku'gfi management buy-outs and buy-ins and manages a £319m Fund 
that has provided the equity for the managers of companies such as Pavilion Services. 

Now Candover has raised a new £37-5m fund - the Candover 1991 Fund, to finance 
medium sized buy-outs and buy-ins, mostly in the £5m-£20m range. It has already y 
completed six investments. * UAW1/UVEK 

If you think you could be next, contact Roger Brooke or Stephen Curran 
on 071-489 9848. 
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ADVERTISEMENT 


investors in industry 


Management in the majority 



biirstors hi mdnstrv 


December 3rd 1992 


Buy-out patterns have changed since the 


heady days of the late ’80s, but managers are 



' J *^8Wksw 
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3i LEADS 

IN BIG 
DEALS 


The multi-million pound man- 
agemcnr buy-outs of the law 
1980s may be few and far 
between now but then: are still 
plenty of larger transactions 
taking place. 

According to KPMG Peat 
Marwick’s latest figures for £10 
million-plus buy-outs, some 380 
such MBOs have now taken 
lacc in the UK of which 3i has 
50. This is nearly double the 
number led by its nearest com¬ 
petitor and confirms 3is position 
as the clear leader at both the 
large and the small end of the 
buy-out market. 

The KPMG statistics (in which 
management buy-ins are also 
included) show that in the first 
nine months of 1992 3i has led 10 
large MBOs and MB Is with a 
total value of £280 miliion. 

Given today's economic climate, 
it b not surprising that many or zbc 
10 buy-outs and buy-ins led by 3i 
were disposals by large groups 
strengthening their balance 
sheets. They included the buy¬ 
outs of Civil & Marine Slag 
Cement Ltd from Eve red 
Bardon, of Standard Fireworks 
Grom Scottish Heritable Trust and 
of Zotefoams from BP. 

Larger 3i MBOs included a 
cant “public to private* 9 
of Continuous Stationery, a 
formerly publicly quoted com¬ 
pany which deckled it could ILtnd 
its growth more satisfactorily as 
an independent company; t rading 
as Proniaprint Group. 

Other examples include the 
management arid employee buy¬ 
out at Coolkeeragh Power and 
the £15 million MBO at Tulchan 
Texdi 




To strengthen its ability to 
operate at the large end, 3i 
announced a joint tuiderwri 
agreement earner this year 
Prudential Venture 
Already, five MBOs have 
arranged under this scheme. 

The importance of the 3i- 
FruVen link-up was explained by 


still taking control successfully 

‘Real’ MBOs are 

still happening 
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Rupert Wfles, executive director 
of 3i, in terms of a dear need in 
the mar ket fo r a “bought equity", 
facility. “This gives a potential 
buy-out team financial credibility 
once they have convinced us of 
their abilities,” he sand, “ami 
enables them to negotiate with 
the vendors secure in the knowl¬ 
edge that equity Rinding is 
available to complete the transac¬ 
tion. Together, 3i and PruVen 
can provide "bought equity’ up to 
a significant amount.” 

This type of arrangement 
helps management teams reach 
agreement speedily and easily 
with the vendors. It also means 
the new company acquires 
term institutional investors wii 
compatible objectives.’ 4 



Management buy-outs are as 
alive and well in the 1990s as 
they were in (he boom years of 
the 1980s. New statistics by the 
Centre for Management Buy-out 
Research (CMBOR) show that, 
by number MBOs accounted for 
almost 45% of coiporaxc transfer 
activity in the first half of 1992 
compared with 35% in 1990. 
The same statistics show 3i as 
dear leader in the market, with a 
21% share of all MBOs - and 
almost 50% of the market in 
MBOs where there is institutional 
backing for (he managers. 

But Si believes it is important io 
distinguish between “traditional” 
MBOs, where management hold 
the msyority of shares (backed by 
a single investor) and those very 
large scale buy-outs (which 
became more common in the 
1980s) where a syndicat e of finan¬ 
cial institutions take control of a 
company. The statistics indicate 
that the former type - which may 
be called the “rear’ MBO * con¬ 
tinues to play a major role in UK 
corporate life. 

Realistic prices: more 
businesses sold at a 
discount to net assets 


According to new research by 
3i, published under the ride Man¬ 
agement in the Majority,* there 
were 120 £10 mzDxm-plus MBOs 
between 1989 and 1991 but the 
numbers declined by almost 40% 
over that three-year period. In 
contrast, 5.14 traditional buy-outs, 
took "place in the same period, 
and alrhm^ this rep re s ented a 
decline too, it was a decline of 
only 10%. 

This 3i research is b acked up 
by the CMBOR statistics. These 
show that buy-outs in the £1-5 
million range, which tend to have 
a high management equity ratio, 
accounted for over 50% of 
MBOs in the first halT of 1992. 

The 3i research which focused 
on 188 buy-outs in which 3i 
invested between 1989 and 1991 
and where management took a 
majority stake, provided impor¬ 
tant pointers to movements in 
MBOprices. 

The average transaction price 
in 1989 was £1-8 million, falSng 
to £1.4 million in 1991 as prices 
became more realistic and the 
number of buy-outs sold at a dis¬ 
count to net assets grew. The 
average P/E multiple paid by the 
managers was 7J5 on historic 
post-tax profits. 

Meanwhile the proportion of 
risk capital invested by 3i aver¬ 
aged 35 per cent in 1989 and 
rose only marginally to 37 per 
cent in 1990 and 1991, resulting 
in average gearing; oT 175% over 
the period. This s a surprisingly 
stable figure and is contrary to 
expectations chat the proportion 
of risk capital increases during a 
recession. 

John Batt, executive director or 
Si, said the management-owned 

X of buy-out had been some- 
overshadowed by a few 
large, highly publicised transac¬ 
tions. “What many people 
probably don’t realise is thar the 
former type of MBO represented 
39% of the total UK buy-out 


market during that time and that 
trend looks to be continuing,” he 
added. A good example of a 
inanaginent-in-ihr-majoiiiy MBO 
was at Titan Airways, the air 
charter company. 

’The recession b stiO producing 
opportunities for MBOs as larae 
companies look to raise cash by 
disposing of subsidiary organisa¬ 
tions. With prices beaming more 
realistic and with careful financial 
structuring, an MBO undertaken 
in today's conditions could turn 
into an exceptional investment for 
the managers,” John Platt added. 

In many instances it is prefer¬ 
able for a subsidiary to be sold to 
its management team rather than 
a trade buyer. The existing man¬ 
agement are able to preserve 
continuity for customers, suppliers 
and employees. 

Unfortunately, in some cases 
parent companies do not take the 
necessary steps to ensure their 
survival in time. These tend to be 
companies which have historically 
embarked on acquisition strate¬ 
gies and ore unable to meet their 
debt repayment commitments 
when times get tough. 

However, although a parent 
company may be in difficulty, 
subsidiaries may be eminently 
suitable for successful MBOs. 

The troubled Brent Walker 
Group, for instance, recently sold 
its telephone information sub¬ 
sidiary Interactive Media Services 
(IMS), to the management for 
£12.7 million. And when Berkr- 
tex, the fashion firm, failed, the 



MBO at Titan Airways: MD Gene Willson (in uniform) and sales director Brian Donald 

What is a Buy-out manager like? 



management of its subsidiary, 
Fifth Avenue, quickly carried out 
a buy-out 

Research by 3i shows a grow¬ 
ing number of buy-outs from 
reedvenhipbe^ 
the past three ycais. These 
accounted for just 2% of all buy¬ 
outs in 1989 but rose to nearly a 
fifth in 1991. 

John Platt of 3i added: “It 
should be remembered that his¬ 
torically more companies fail 
coming out of recession than do 
when we arc in a recession. With 
this in mind, we expect to see an 
increasing percentage of the buy¬ 
outs we complete over the next 
couple of years arising out of 
receiver s hip situations.” 

So MBOs not only remain 
fashionable, they also make good 
sense - both for the vendor look- 
to raise cash and for the 
team, keen to manage and 
grow their own business. 

Afcr- 

3i pk t 91 Wetobo 
/Mr Lmdoa SEJ 8XP. Trt 07J- 
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The papers have been full of 
articles explaining the intricacies 
of what it is to be an Essex man, 
a Fulham man, a Chelsea gvi 
We know where they come from, 
where tb.ey shop, and how they 
earn a living.. Where does the 
MBO manager come from? 
How old is he? Or she? 

As part of its recent research 
into management-owned MBOs 
in which it has invested between 
1989 and l99i f 3i looked at the 
characteristics which make an 
MBO manager. 

The sample showed that the 
average size oT the buy-out team 
was between three and four 
directors. Bearing in mind that 
these directors have reached top 
management positions within the 
companies they work for, it is not 
surprising to find that the aver¬ 
age age of the directors was 42. 

Contrary^ to figures from the 
Policy Studies Institute showing 
that under 5 per cent of compa¬ 
nies in the UK have women 
directors, L6 per cent of the buy¬ 
outs in the sample included one 
or more women in the team. 


Typical investment - 
by team totals 
£100,000 to £150,000 


Over a third oT the managers 
surveyed had agreed from the 
outset that they would benefit 
from the additional expertise of a 
non-executive director. 3i wel¬ 
comes this as making it more 
likely the MBO will prosper. 
Indeed, 3i sec up a dedicated 
Independent Directors Pro¬ 
gramme in 1986 which has just 
under 300 members and makes 
around one hundred appoint¬ 
ments a yean 

Total turnover of the sample 


companies was £685 million at 
the time the companies were 
bought out, with a typical com¬ 
pany earning pre-tax profits of 
£275,000 on sales of £4 million. 
To acquire a business of this size 
the amounts involved varied from 


Pitber and Clive Holden, put 
together a proposal. 

Trevor explained: “Our main 
problem was raising the finance. 
The price was £550,000 plus 
debt of £150,000rWe could con¬ 
tribute £100,000 between us 



~Mr. BerkoUs , ihe leveraged buy oui has gone through 
and your rum raisin cone is here ." 


over £8 million to £200,000. 

The average management 
team b three or four and 
together they invested between 
£100,000 and £150,000. 

Over a third of the managers 
in the sample were based in the 
South-East, including London 
and East Anglia; 22% were in 
the Midlands; 19% in the North- 
West, North-East and Yorkshire; 
34% were in service industries. 
However, 40% were in manufac¬ 
turing companies. 

A typical example of an MBO 
manager b Trevor PiggoiL 

For 26 years Trevorhad been 
employed by the Watford-based 
UK Lift Company. During this 
time he had gradually worked 
hb way up from the shop Boor to 
managing director. When 
Walker Greenbank pic, the 
parent company, made it dear 
that it was keen to sell as part of 
its rationalisation strategy, 
Trevor, with colleagues Gary 


from personal resources. The 
bank was prepared to provide an 
overdraft facility of £300,000 
but this still left us with a 


requirement of £300,000. 

“Speaking to the venture cap¬ 
ital companies was like wading 
through trcadc. We didn't seem 
to be getting anywhere. Then 
one day a piece of publicity 
material arrived on rny desk 
from 3i. I contacted them imme¬ 
diately and it really was like a 
breath of fresh air. Tlie buy-out 
was completed with 3i investing 
£300,000 in the form of equity 
and long-term loan capital plus 
an additional £100,000 secured 
loan os working capital. n 

As pan of the transaction. 3i 
introduced Trevor Piggott and 
the buy-out team to Andy 
Andrews, former cliairman of 
Ofrex pic and Denison pic, who 
became a non-ex ecu live director. 
Since the buy-out 3i has made a 
further investment to support the 
growth of the business as it 
expands its product ranges 

Two years on from die buy¬ 
out, Trevor says he has no 
regrets and would not hesitate to 
go through the process again. 


The 

Bimbo 

factor 
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sumu’tlicEi ciilii'i MBO or MBI 
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BIMKOs work? 
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In iitiiuiime exr^tiu 1 ^ in.in.w- 
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the team, tvpiralh in ihe role of 
investing eliairtruui. Mam of 
these maiuit?. B rs were intrndmiil 
from 3i\ MBI Prograinini 1 uhieh 
has been ruiuiitik* vince IW. 


The best of new 
blood plus the best of 
local knowledge 


One nxeni example of j 
BIMBO is Wfiitwurtlis Pniduce 
Group, the vegetable pre-packing 
and procexMiit; bitMuevs, \s hit’ll 
was acquired for ( 11 milli<«ti 
from Booker pic. Philip Kinerton 
identified the company while he 
was taking pan in MBI Pro¬ 
gramme and jniiird forces with 
three inemfiers ul tlu- existing 
management tn acquire tlie group 
with 3i's backing. 

3i believe* that BIMBOs make 

good sense anti exjicch to see a Ini 

more in the lll'JIh. Wheiher it 

the buv-oui ur the buv-in team 
■ ■ 

that weds hohieruig. tlx; BIMBO 
brings continuity for tiie business 
through existing management, 
additional expertise from extem>il 
investors .ma greater peace uf 
mind lot institutional backers. 


Big corporations get back to core business: the cue for independence 

Where do MBOs come from? 


Gone are the boom days of cor¬ 
porate activity when mergers, 
acquisitions, takeovers and high 
profile buy-outs ruled the day. But 
neoesshui can be a time of oppor¬ 
tunity as many managers over the 
past 18 months have found. In the 
past two years more than 900 
management teams have seized the 
opportunity to become owners of 
the com panies they previously ran.. 

Many of these, have been buy¬ 
outs from UK quoted companies. 
Following die current corporate 
trend to move away from (fivers- 
fication, a business pjractice so 
popular in the early 1980s, many 
large co mpanie s are concentrating 
on core business where the 
majority of the skills within the 
company lie. 

As a result of this process, 
peripheral subskfiary companies 
and divisions have been put on the 
market - at realistic prices. This 
process forms an important source 
of management buy-outs where 
die manag ers are in control. 

A gpocf example is Lawtons, 
the Liverpool-based distributor of 
padcagtog systems and consum¬ 
ables, which was boi^ht by its 
management earlier this year in a 



Chris Lansdowne of Lawtons: MBO at a specialist packaging company. 


£3.3 minion MBO from parent, 
American Brands. 

Lawtons’ managing director; 
Chris Lansdowne, said they had 
been swaie fbr some lime that the 
company’s future growth lay in 
industrial packaging and fastening 
products and the area of pre^padc- 
agnrtg- -the company did not fk 
into our parent’s core activities. 
However; since the MBO, we 
have been able to refocus our 
bumness and take it forward ax a 
much Ester pace than would hove 
otherwise been posable.” he said. 


“As an independent owner-' 
managed company, we have 
much shorter lines of derision 
making - and the freedom to 
manage and make derisions 
quickly.' Our 100 employees are 
happy, Our suppliers have been 
very supportive and we now 
expos to grow more quickly than 
would have been posable before 

the MBO” 

Management buy-outs not only 
arise from corporate restructuring 
situations, they can and will con¬ 
tinue to axnst the succession of 


ownership of private companies. 
Returning to Si's research, 
around 25% of the buy-outs 
completed io the ihree-ycar 
period under review were from 
private companies and many of 
these were associated with prob¬ 
lems of shareholder and 
management succession. 

Earlier this year 3i invested 
capital to enable the successful 
change of ownership of Halt- 
based Structure-Flex from its 
founder David Frankcl to a man¬ 
agement buy-out team. After over 


,I ytmsaiao Road, L-adw>, SB1 KP. Si Gnup pfc nd Si pk an m Ac **' 


20 years of building up Structure- 
Flex from a start-up company 
into a £4 million turnover busi- 
nea, Frankd was ready to retire 
and hand aver the reins to a 
younger team. 

Alternative to a sale: 
owners opt 
for continuity 


Rather than exit through a 
trade sale which would not nec¬ 
essarily ensure that the company 
retained the name and identity it 
had developed and its indepen¬ 
dence, Frankd preferred in sal to 
the existing management team 
which was headed by 39-year-old 
managing director urn Doughty. 

Following the management 
buy-out, Frankd was free to retire 
Iran the badness taking with him 
a sizeable reward for his efforts 
throughout the years. As impor¬ 
tant, he was safe in the knowledge 
that the company would continue 
to grow under the control of a 
management team committed to 
its 

<0 Obrdi Woodwvnl it 3J, Td tfl-0t0J13J 


If your 

VISION ISN'T 
SHARED 
BY YOUR 
PARENT 
COMPANY, 
IT'S TIME 
YOU LOOKED 

TO 3i. 


a 


ou’ve been the managing 
director of a successful business for 
several years, it turns over more than 
£3 millio n a year; and it’s all thanks 
to both the hard work and vision of 
you and your management team. 

But how do you build on this 
success when the owners don’t shar e 
your vision of the future? 

Probably the best way is to 
gain independence from your 
parent company through a Manage¬ 
ment Buy-out. But how do 


you do it? Look to 3i. We have 
the experience, expertise and 
foresight to assess your position 


quickly and help you decide whether 
a buy-out is the right move. During 
the last five years alone we’ve backed 
over 500 far sighted managers with 
the capital and support to match 
their commitment. So if you're 
looking to the future, let 3i share 
your vision. 

For more information and to 
receive your free Management 
Buy-out guide, call or write 
to Murray Grant today in complete 
confidence: 3i pic. Manage¬ 
ment Buy-out, 91 Waterloo 
Road, London SEl 8XP. 


Telephone: 071-928 7803, 


Of Group pic and 3/ pic are vagUaied m iho conduct of mvostrxittit ihansa 0/ SIB. 
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EASTERN EUROPE 


Buy-outs back on the agenda 


MANAGEMENT and employee 
buy-outs are back on the east¬ 
ern European agenda. Fears 
that “red directors" would 
profit from new free market 
economics as privatisation 
fever gripped the region, have 
faded and the extent of buy¬ 
outs - especially for small to 
medium sized firms and spin¬ 
offs from Large state firms - 
seems greater than earlier indi¬ 
cations would suggest 

The widespread ability of 
managers associated with the 
former communist regimes to 
acquire their firms in so-called 
“nomenklatura buy-outs'* pro¬ 
duced considerable resistance 
to the phenomenon. However, 
it is now recognised that, In 
many cases, such managers 
are the only available entrepre¬ 
neurs for such a deaL 

Information on buy-out activ¬ 
ity in eastern Europe is diffi¬ 
cult to obtain. As well as an 
unknown number of nomenkla¬ 
tura buy-outs, several thou¬ 
sand hundred buy-outs of retail 
premises and small workshops 
have been completed. 

In Russia, half of the smaller 
sales - an estimated 6,500 
transactions - have involved 
buy-outs. 

Similarly, in Romania, 270 
out of 1,100 smaller activities 
sold up to October this year 
were to employees. But apart 
from those In the former Ger¬ 
man Democratic Republic 
(GDR), buy-outs of sizeable 
enterprises have so far been 
limited. 

By June this year, of the 


total 8,176 privatisations car¬ 
ried out by the Treuhandan- 
stali (THA). the German state 
privatisation agency, 16 per 
cent were buy-outs and about l 
per cent were buy-ins. 

Over 1,100 buy-outs have 
involved companies with fewer 
than 100 employees. However, 
large buy-outs are possible 
with two of the largest to date 
being Anhaltiner Stahl und 
Anlagenbau (Asta) and Indus- 
triemontageo Leipzig. 

The Privatisation Law in 
Poland allows for a procedure 

Finance can be a 
problem In the 
completion of buy-outs 
in the region 


of “liquidation” whereby a 
buy-out occurs when incum¬ 
bent management and employ¬ 
ees create a private enterprise 
to lease state assets. The origi¬ 
nal state-owned enterprise is 
subsequently wound-up. 

By October 1992 more than 
450 out of a total of about 800 
sales were buy-outs. In Hun¬ 
gary, around 20 buy-outs are 
estimated to have been com¬ 
pleted under the recently intro¬ 
duced self-privatisation legisla¬ 
tion, with its emphasis on 
foreign trading companies and 
services. 

in Romania four companies 
have been selected to be sold 
through management buy-outs 
as part of a pilot privatisation 
project, three of which have so 


Car been completed. 

In Estonia, two of the first 
seven pilot privatisations 
(Sami and Mareta) were full 
buy-outs and four others (Bal- 
tiba, Valga, Volt and Talleks) 
were buy-outs In which man¬ 
agement and employees were 
obliged to leave minority 
stakes with the state or to sell 
them to the general public. 

Slovenia, which under its ini¬ 
tial Draft Privatisation Law 
gave pre-eminence to buy-outs, 
has seen them completed via 
several routes. Seven have 
been completed in the past 18 
months through arrangements 
whereby workers councils 
transfer ownership to the pri¬ 
vatisation trust which then 
sells the shares back to the 
employees. 

A further 17 have involved 
privatisation through the inter¬ 
nal acquisition of shares using 
the old Yugoslavian legisla¬ 
tion. 

Most, however, have 
occurred through the “drop- 
down” method in which a 
newly created company owned 
by management and employees 
buys or leases the assets 
required from the old com¬ 
pany. 

Finance can be a problem In 
the completion of buy-outs In 
eastern Europe in the absence 
of established venture capital 
firms and where management 
lacks the necessary personal 
resources meet down pay¬ 
ments. 

The so-called “E-credlt" guar¬ 
anteed by the National Bank 


makes it possible in Hungary 
to obtain loans for buy-outs on 
favourable terms, fn order to 
obtain the credit management 
must pay at least 10 per cent of 
the purchase price with their 
own resources. 

Elsewhere, down payments 
range from 15 per cent In Slo¬ 
venia to 30 per cent in 
Romania. In the former GDR, 
to help solve the problem of 
limited personal finance, a pro¬ 
gramme of Eigenkapitaihilfe 
(equity support) of Loams up to 
DMlm were introduced for 


Pilot privatisation 
buy-outs in Romania 
have made use of 
clawback arrangements 


managers wishing to acquire at 
least 20 per cent of a firm’s 
equity - as long as this 
amounted to less than 40 per 
cent of the total invested. 

The valuing of enterprises 
presents problems, it is diffi¬ 
cult to satisfy political 
demands that assets are sold at 
a fair price without bringing 
the privatisation process to a 
grinding halt as the limited 
staff of privatisation agencies 
struggle to investigate fully 
each deal. 

The result has been the 
development of decentralised 
or self-privatisation. In Septem¬ 
ber 1991 self-privatisation was 
introduced in Hungary princi¬ 
pally for smaller firms. Buy-out 
teams have to provide an inde¬ 


pendent valuation of the com¬ 
pany using a government-ap¬ 
proved consultant The consul¬ 
tants have to give priority to 
management and existing 
employees. 

Maintaining their reputation 
and position on the govern¬ 
ment's list gives consultants 
an incentive to make a fair val¬ 
uation. This can be difficult in 
an uncertain environment 
where incumbent managers 
may try to influence the appar¬ 
ent value of a business. 

A number of countries now 
insist on an auction but outsid¬ 
ers may be unwilling to hid 
against incumbents. Attempts 
to deal with the problem of 
undervaluation in the privati¬ 
sation of former GDR assets 
include purchase price adjust¬ 
ment and daw back clauses if 
the enterprise is sold within a 
relatively short period or with¬ 
out accompanying property. 

In addition, penalties can be 
incurred if investment and 
employment guarantees made 
by the purchaser are not met 
The pilot privatisation buy¬ 
outs in Romania have also 
made use of clawback arrange¬ 
ments whereby purchasers are 
not allowed to sell land and 
buildings within a 10- to 20- 
year period. If they do, all pro¬ 
ceeds above the inflation-ad- 
justed figures In the initial 
buy-out contract are clawed 
back by the state. 

Uncertain conditions in 
many markets pose questions 
about the viability of MBOs. 
For this reason, buy-outs are 



The future of buy-outs in eastern Europe b faked to voucher schemes 


frequently only considered as 
options for viable firms. West¬ 
ern industrial partners who 
can provide capital and mar¬ 
keting expertise may be unwill¬ 
ing to buy unless they can 
obtain majority control - 
something management may 


be unwilling to concede. 

Identifying suitable buy-ln 
managers where a buy-out id 
not feasible also presents prob¬ 
lems, as the THA found when 
it launched such a program in 
January. Of the more than 
1.000 enquiries received from 


interested western managers, 
less than 50 are expected to 
acquire a suitable target. 

However, a small number of 
buy-ins by western managers 
have taken place, the largest 
being the estimated DM409m 
buy-in of Elpro and TGE by a 
partnership of three ex-Mc Kin¬ 
sey consultants and three 
industrialists. 

The future of buy-outs in 
eastern Europe is also linked 
to the development of voucher 
schemes. The political benefits 
of voucher-based mass privati¬ 
sation schemes for some seg¬ 
ments of the population has 
frequently caused problems for 
the advocates of buy-outs. 

Both schemes can co-exist 
for different sized companies 
and recent developments indi¬ 
cate that it may be possible to 
indude both elements in the 
privatisation of a particular 
firm. A minority of shares in a 
company can be acquired 
through vouchers, including 
the possibility, for employees to 
exchange vouchers for shares 
in their company, with the 
majority of the shares bring 
sold at auction to incumbent 
management and employees. 

Taken with signs that delays 
fn passing privatisation Legisla¬ 
tion are coming to an end, the 
indications are that buy-outs 
are set for considerable growth 
throughout eastern Europe. 
However, great care still needs 
to be taken in balancing incen¬ 
tives for management and 
employees to take the risk, 
with continuing public concern 
about the nature of such deals. 

Mike Wright, 
Igor Fllatoctiev 
and Trevor Buck 

Centre far 

Management Buy-out Research 
University of Nottingham 
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INSPEC 

GROUP 

LIMITED 


One of the UK's Largest 
Fine and Speciality Chemical Companies 

The present: 

Ttnluy, inspcc Gnxip occupies a leading position in a nmnlvr 
of Kuropcan speciality markets: 

*■ coatings intennudbues 

> synthetic lubricants 

& adhesive and sealant intermediates 

'* plastic paciutgiiig intenneduites 

* fragrance intermediates 

Located on a large first el:ue» site hy .Smithanipion Wjtu-r. »lu- 
business Ls strongly export oriented. 

The future: 

Founders, Dr. John Efollowocxl (formerly of Fine Organa*J and 
Jim Ratcliifc (fomterly with Advent Internal tonal), are pursuing 
a strategy of growth Ijy continued investment in the technnlugv 
base of the Company, and by selected acquisitions. The 
business will remain focusevl on fine anti speciality cUunutaLs. 


Impec Group Limited 

Charleston Industrial Estate, Hytiie, Soutlianqnon SO) <>/< 

Telephone 0703-W-)6Wj 


IT SPEAKS volumes for the 
nature of the German buy-out 
market that when LBO France 
opened op a German operation 
earlier this year, it decided it 
had to change its name. 

'The problem Is that the 
term LBO means something 
evil In the German market,” 
says Mr Ebertaard Crain, man¬ 
aging director of Vector Betel- 
ligungsberatung, as LBO 
France's new German opera¬ 
tion Is called. “Anything to do 
with leverage provokes Images 
of unfriendly asset stripping." 

German businessmen are 
averse to financial Innovation. 
The very Idea of selling a busi¬ 
ness, let alone selling a busi¬ 
ness to a financial buyer, ls 
often an anathema. Percep¬ 
tions are not helped by the 
fact that the first large 
buy-out in Germany - that of 
Lignotock in 1989 - went 
wrong after the vendor fled 
Germany amid allegations of 
fraud. 

In spite of these obstacles 
the potential market for 
buy-out finance in Germany is 
huge - if only because at 
present it is relatively under¬ 
developed. 

Mr Max Rdmer, chief execu¬ 
tive of CWB Capital Partners 


GERMANY 


Showing potential 


in Frankfurt calculates that 
there are 70 or 80 institutions 
pursuing venture capital busi¬ 
ness in Germany, and that 
over the past decade the mar¬ 
ket has grown sixfold to 
DM4bn. This compares to a 
market size of DM6.5bn in 
France, DM17bn In the UK and 
DH65bn fn the US. 

Of the total invested in Ger¬ 
many, he says that MBO 
finan ce accounts for a rela¬ 
tively modest DH620m- 
DM630m. While the bulk of 
the DH4bn financing is 
start-up or expansion capital, 
he says about a dozen firms 
are concentrating on the 
buy-out segment of the mar¬ 
ket, where risks and returns 
are high - and the prospects 
for growth better than in 
mainstream venture capltaL 

The first oft-cited cause far 
optimism is the so-called “suc¬ 
cession problem*' in the “Iflfr 
telstand”, or mid-sized coapa- 


Team spirit 


Continued from Page 6 
“They aren’t the kind of thing 
companies think of doing when 
they're just trying to survive." 

in spite of this, money is still 
available, even if it is only in 
the hands of employees. At 
least two of this year's Esop-re- 
lated buy-outs have been over¬ 
subscribed by their workers. 

When the Port of Tilbury 
completed its buy-out from the 
Port of London Authority in 
March for £33.5m, employees 
could buy 17 per cent of the 
shares. The offer was over-sub¬ 
scribed by 21 per cent as 55 per 
cent of the workforce came for¬ 
ward to buy. 

“The average purchase was 
for £2,400 of shares," says chief 
executive, Mr John McNab. 
“It's a heck of a lot of money 
and people are already asking 
if they can buy more," 

Why companies should 
attract so much financial sup¬ 
port from their employees Ln 
such straitened times is open 
to debate. However, it may be 
a sign that those who are 
employed are keen to back and 
be part of their company. 

Numerous attempts have 
been made to broaden the 
appeal of Esops. The statutory 
Esop, introduced under the 
1989 Finance Act, can operate 
like the popular case law Esop 
but receives additional tax 
advantages. 

For example, shareholders 
selling at least 10 per cent of 
their shares to an Esop may be 
able to claim capital gains tax 
rollover relief. 

In 1991, the Esop Centre 
launched a model Esop in an 
attempt to make it easier and 
less expensive for companies to 
establish a statutory Esop. The 
model steers companies and 
their advisers through recent 
legislative changes and 
includes a model trust deed. 

Unfortunately, the qualifying 
requirements for a statutory 
Esop have proved so onerous 
that even the model Esop has 
failed to woo companies. 

The Esop Centre is now lob¬ 
bying government to make rad¬ 
ical changes to the statutory 
Esop. to make it more attrac¬ 


tive. Its 10-point plan includes 
proposals to: 

• Make the trustee a subsid¬ 
iary company (so that no indi¬ 
vidual - such as an employee 
- has personal liability as a 
trustee); 

• Allow part-time and new 
employees to benefit; and 

• Make statutory Esop trusts 
tax neutral 

Malcolm Hurls ton, director 
of the Esop Centre, esta b lis h ed 
to encourage Esops, is hopeful 
that these points may be 
accepted in the next Budget 
"It will be the main way of 
making Esops popular.” 

In the meantime, some of the 
trade unions are beginning see 
the attractions of Esops. The 
MBOs of Caolkeeragh Power 
and People's Provincial Buses 
had the backing of their 
respective unions. 

However, some trade unions 
remain sceptical. "Many have a 
problem of coming out In sup¬ 
port of Esops at national level, 
as it smacks of capitalism,” 
says Mr Blagbum. "They're 
also wary of Esops being seen 
as pension substitutions, as 
they have in the US.” 

Mr David TankeL director at 
the management and buy-out 
consultancy, New Bridge 
Street Consultants, believes 
that management attitudes to 
Esops and wider share owner¬ 
ship are changing. “Managers 
are beginning to see the bene¬ 
fits of employees having a 
sense of ownership of the com¬ 
pany and being committed to 
it." 

Mr McNab at the Port of Til¬ 
bury, has seen bis employees 
attitudes to the company 
changing. “People feel they're 
working for themselves, they 
can have an impact on the 
company and see a return on 
their investment by being co¬ 
operative,” he says. 

It is still early days for 
Esops. They will, of course, 
only be successful If the com¬ 
pany is successfuL That, In the 
long-term, may be the best - 
or worst - advertisement they 

can have. 

Hester Thomas 


nles. These family-owned com¬ 
panies, which play a central 
role in the western German 
economy, were often built op 
after the war and have now 
reached the point where the 
first two postwar generations 
of family-managers have 
retired or are approaching 
retirement 

Earlier this year a stady pro¬ 
duced by the German arm of 
31, the UK venture capitalist 
house, argued that third gen¬ 
eration Inheritors often lose 
interest In managing the busi¬ 
ness. Hr Rdmer thinks 780,000 
companies out of the total of 
2.3m companies in Germany 
will have problems with suc¬ 
cession during the course of 
the next decade. 

Hr Frederick Graf von der 
Groeben, chief executive of 
Schraders & Partner, the Ger¬ 
man arm of Schroder "Ven¬ 
tures, says that in addition to 
the succession problem there 
are pressing; industrial reasons 
why owners of medium-sized 
companies will make increas¬ 
ing use of buy-out finance. 

He argues that many Hittri- 


stand are simply too small to 
preserve their independence 
and that they need to merge to 
achieve economies of scale in 
increasingly competitive world 
markets. Buy-out specialists 
can act as a catalyst to this 
needed rationalisation. 

Anottwr cause far optimism 
is that most of Germany’s big¬ 
gest companies are conglomer¬ 
ates which owe flndr shape tp 
chance rather than coherent 
strategy, and In the long term 
it Is likely that they will start 
thinning out their portfolios. 

This ls another potential 


buy-out market, as companies 
may prefer to seE to manage¬ 
ment and employees rather 
than to an unknown third 
party. (However, at present, it 
is often seat as a mark of cor¬ 
porate weakness to sell a sub¬ 
sidiary, however marginal the 
business in relation, to the 
group’s core activities.) 

The slow-down in the Ger¬ 
man economy may act as a cat¬ 
alyst to such sales. Bat, says 
Hr von der Groeben, Its main 
effect so far has been to slow 
down the already slow process 
of patting together transac¬ 
tions, Introducing additional 
pricing and fin raring compli¬ 
cations. _ ' ’■ 

“Ton can’t make .a quick 
bock hi this market 1 ’ he says, 
“Ton need patience, continuity 
and solid financing.’' 

David Waller 






Independent advice from 

Coppergate House . 

26 Brune Street London El 7NJ 
Telephone: 071-721 7903 
Fax: 071-721 7709 
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AN AIR of dreary inactivity 
bangs over the management 
buy-out business in the US 
Few deals are being done’ 
many leveraged buy-out funds 
are embarrassingly flush with 
fhnds and existing MBOs 
undertaken in the heady 1980s' 
are mainly interested in refi¬ 
nancing their balance sheets 
replacing high levels of bor¬ 
rowings with either equity or a 
less expensive debt securities. 

Industry figures paint the 
picture clearly. According to 
Securities Data, the financial 
information services group, the 
current year has generated vu 
management buy-out deals, 
with a total value of $Lg7bn 
(this is measured in terms of 
deals announced, not necessar¬ 
ily completed, and the cumula¬ 
tive total runs up until Novem¬ 
ber 16). 

This level of activity is 
roughly on a par with the 
equally drab levels seen in 
1991. Then, in the 12-month 
period, 170 transactions were 
announced, with an aggregate 
value of $4.79bn. This, in turn, 
repeated the 1990 experience, 

when managements and deal- 

makers produced 175 deals, 
with a combined total value of 
$5.61bn. 

But in all three years - 1990, 
1991, and 1992 - activity was 
way short of the veritable feast 
of MBOs undertaken in the 
late-1980s. In 1989, for example, 
the industry notched up 296 
transactions, with a value of 
$34.4bn while in 198B. the fig¬ 
ures ran at 294, with a heady 


“THIS year’s results are not 
encouraging. The economic sit¬ 
uation, high interest rates and 
fiscal tightening mean that 
1992 will definitely be worse 
than 1991 for buy-outs in 
Italy,” says Mr Franco Papa, 
corporate finance partner at 
KPMG Peat Marwick in Milan. 

Not that last year provided 
much reason for enthusiasm. 
The firm's data base shows 
that 16 operations in total were 
announced in 1991 - three 
fewer than in 1990. Moreover, 
KPMG Peat Marwick says that 
the market value of deals 
plunged by 53 per cent 

This year the value will 
probably decline further. 
According to Mr Dante Raz- 
zano. Morgan Grenfell I talia 's 
managing director, there have 
been no significant buy-outs, 
above SlOOrn, in Italy In 1992. 
“A combination of high inter¬ 
est rates and heightened con¬ 
sciousness of lending risks 
among Italy’s h anks has 
reduced buy-out activity,'' says 
Mr Razzano. 
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THE US 


Activity still 
sluggish 


aggregate value of $84.5bn. 

The reasons for this dropoff 
in activity have been well-ex¬ 
plored. For a start the crisis in 
the US commercial banking 
sector - fuelled by its expo¬ 
sure to ailing property assets 
- has meant that banking sup¬ 
port for anything but the most 
conservatively-structured deal 
has been hard to obtain. 

Second, the recession has 
made the profitability of many 
businesses unpredictable, and 
hence the stable cash-flow pro¬ 
jections, essential to a success¬ 
ful MBO, cannot be guaran¬ 
teed. 

In feet, the only significant 
management buy-out deal 
undertaken this year has been 
the purchase of American Re¬ 
insurance Company, a subsid¬ 
iary of the large Aetna Life & 
Casualty insurance group, by a 
group led by Kolhberg, Kravis 
Roberts, the Wall Street LBO 
specialists. 

The deal put a price-tag of 
around $L4bn on the reinsur¬ 
ance business, and represented 
the first billion-doUar-plus deal 
engineered by KKR since its 
record-breaking $25bn pur¬ 


chase of RJR Nabisco in 1989. 

It was all the more surpris¬ 
ing that this single billion-dol- 
lar MBO should occur in the 
Insurance sector, which was 
generally kept out of the debt- 
financed takeover binge of the 
1980s - not least by wary state 
insurance regulators. 

The Am Re deal, however, 
was complex and a less than 
“dean" disposal on Aetna's 
part. Although the seller 
received around $1.3bn in cash 
and took a S78m gain on the 
sale into its third quarter 
results, the Hartford-based 

insurer also provided a reinsur¬ 
ance contract to AmRe. This 
provided that Aetna would 
meet 80 per cent of any AmRe 
incurred losses for 1991 or ear¬ 
ner that are still outstanding 
at January 1, 1992, and in 
excess Of ?2-7bn. The mwimniw 
potential payment was capped 
at 5500m. 

After the AmRe transaction, 
the value of individual deals 
announced this year falls away 
sharply. The next largest is the 
pending offer by a manage¬ 
ment group and First Chicago 
Venture Capital, part of First 


Chicago bank, for a variety of 
timber-related assets put up for 
sale by Procter & Gamble. 
According to Securities Data, 
the estimated bid price is 
S70Qm. PAG announced that it 
intended to divest its entire 
wood pulp division back in 
March, and has already agreed 
to sell part of the division to 
Weyerhaeuser, the large West 
Coast timber company. 

After that, there is the $525m 
purchase of MS/Essex Hold¬ 
ings. a New York-based manu¬ 
facturer of electric cable, wire 
and wire insulating materials, 
by Bessmer Capital Partners, 
acting in conjunction with the 
management and Donaldson. 
Lufkin & Jenrette, the New 
York brokerage house. In this 
case the seller was also an LBO 
investor - namely, the Mor¬ 
gan Stanley Leveraged Equity 
Fund IL 

It is difficult to envisage any 
dramatic improvement in the 
climate for MBOs in the US in 
the immediate future. 
Although there are some signs 
of an improvement in the eco¬ 
nomic climate, they are tenta¬ 
tive and the confidence which 
suffused the 1980s is still sadly 
lacking. The hanking industry, 
if slowing recuperating, is 
scarcely healthy - and the 
real estate market remains 
tough- In short, the MBO mar¬ 
ket could be caught in the dol¬ 
drums for a while yet 

Nikki Tait 


ITALY 


WHILE buy-outs may be 
suffering from the general eco¬ 
nomic downturn, damage 
should only be temporary 
since a sizeable pool of candi¬ 
dates for such deals still 


FRANCE 


The lack of takers when 
founders of medium-sized fam¬ 
ily firms retire continues to 
l e ad to a number of closures 
each year - a problem aggra¬ 
vated by today’s shaky corpo¬ 
rate climate. ‘There is a large 
reservoir of enterprises to be 
financed by leveraged buy¬ 
outs,” said Hr Dominique Pen¬ 
tium, director of Alpha Associ¬ 
ates and vice-president of the 
French Venture Capital Asso¬ 
ciation, AFIC. 

Even more small companies 
close because of handover 
problems, hut most of these 
are net til line for leveraged 
d eals, in some cases, simply 
because they do not want to 
sell out to anyone at any price. 

However, the MBO Is not the 
papacea for the problem of 
succession that some thought 
it would be, according to 
filli es Cahen-Salvador, presi¬ 
dent of LBO France, the larg¬ 
est adviser and practitioner in 
France. Targets most be prof¬ 
itable with dear prospects 
since they must reply a large 
debt. Very few fit this biU," be 
sold. 

The recent progress of the 
sector is difficult to asses. 
Changes fen statistical defini¬ 
tions deprive most year-to- 
year comparisons of meaning, 
m-mrdtn g to AFIC. The only 


Damage not 
permanent 


figure that stands up is that 
for the average size of buy¬ 
outs and buy-ins, which rose 
from FFr3-3m In 1990 

to FFr5.5 m in 1991. 

Host operators are biding 
their time until the economy 
turns around, banks become 
braver and the prices of com¬ 
panies fall to more realistic 
levels. Asking prices are lower 
than they were two years ago, 
but the drop Is “not very sig¬ 
nificant yet”, says Mr Daniel 
Toutlemonde, a partner in 
Suez Finance Conseil. He 
expects further declines in 
1993- 

Banks have been more cau¬ 
tions about lending for highly- 
leveraged deals, even though 
the gearing - or debt-to-eq* 
nity ratio - has come down 
sharply over the past three 
years. 

Although this reflects leaner 
times, the reverse was wel¬ 
comed at a time when fears 
were mounting that France 
would follow the US with its 
over-leveraged transactions 
and sometimes spectacular 
corporate collapses. 

Buy-ins are increasing in 


Cost of finance acts as a deterrent 


The cost of finance is the fac¬ 
tor most frequently mentioned 
as a deterrent to buy-outs. “It 
is almost impossible to con¬ 
sider leveraged operations at 
current interest rates,” says Mr 
Guido Belli, a senior executive 
with Sopaf Group's Invest, a 
leading Italian investment 
bank. 

The MBO deal by which 
Invest took a 70 per cent stake 
in the building materials com¬ 
pany SADI at the beginning of 
the year was one of four men¬ 
tioned by KPMG Peat Marwick. 
Tt is the only operation that 
we have completed in 1992,” 
says Mr Belli 

The feet that yields offered 
by buy-outs in Italy are unat¬ 
tractive is not only because of 


the high cost of money. Prices 
sought for businesses have 
often been high, a factor that 
has also prevented the growth 
of buy-out numbers. "Many 
owners have held inflated 
ideas about the value of their 
companies. Moreover, they 
believed that prices could only 
go up. But, after the shocks of 
the summer and autumn, a 
sense of reality is beginning to 
show,” says Mr Razzano. 

Mr Jonathan Bliss, director 
of 31, also remarks on greater 
pricing realism. “Results in the 
corporate sector were disap¬ 
pointing in 1991 and business- 
mien now recognise that out 
turns will be poor this year 
and that recovery is unlikely 
next year. Prices are starting 


to reflect this.” 

3i is not typical of buy-out 
operators in Italy, where it 
started business two years ago; 
it wants only minority stakes 
and looks for longer term 
investments. It also wants low 
gearing in operations in which 
it participates, with debt to 
equity ratios of about one. “We 
want to avoid the higher risk 
that accompanies high gear¬ 
ing,” Mr Bliss says. 

Schroder Associati is less 
concerned about debt/eqoity, 
but looks carefully at debt/ 
cash-flow. 

“interest cover is the key 
measure. The number of times 
that financing costs are cov¬ 
ered by the company's cash¬ 
flow is what counts,” says Mr 
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The Gaymer Group Europe Limited 

Medium Term Loan 

plus Working Capital Faclfldes 


Acquisition 
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Arrow Electronics (UK) Ltd. 

•i 

Lex Electronics UK Ltd 

Medium Term Loan 

plus Working Capital Facilities 


Paolo Colonna, the firm’s direc¬ 
tor. 

Schroder Associati has been 
involved in about 40 operations 
over the past four years, taking 
majority stakes in small and 
medium-sized companies with 
the of creating mini-indus¬ 
trial holdings. “Italian industry 
is characterised by one-man 
entrepreneurial businesses. 
There are rarely outside man¬ 
agers in family companies, so 
our deals are buy-ins rather 
than buy-outs,” says Mr 
Cotoxma. 

The trade sale offers the 
main exit route in Italy. 
“Nobody is enthusiastic about 
the ‘borsa’.” says Mr Bliss 
about the option of stock mar¬ 
ket quotation. Italy’s is a small 
market lanWng the public lim¬ 
ited companies and large scale 
investment by institutional 
investors that typify those of 
New York and London. 


Yet in spite of the absence of 
action over the past two years, 
investment bankers in Milan 
have not lost hope. Schroder 
Associati’s Mr Colonna 
believes opportunities will 
arise next year from two devel¬ 
opments in Italian industry. 

First, it now seems that pri¬ 
vatisation will become a real¬ 
ity. Most observers believe 
facts will soon follow the tor¬ 
rent of words that the subject 
has generated. “Management 
buy-outs will not happen 
directly, but will occur as a 
by-product when new owners 
of privatised companies start 
rationalising,” says Mr 
Colonna. 

“The second source of 
buy-out operations will be the 
corporate restructuring that 
major groups have started to 
put in motion. Until now the 
sale of subsidiaries has been 
seen as a sign of weakness. 


Importance. Nearly all deals 
used to be buy-outs, says Hr 
Cahen-Salvador. because there 
was oo supply of proficient 
outside managers to be tapped. 
Now. however, more quality 
managers are available and. 
says Mr Maurice Tchenlo, 
director of Apax Partners & 
Cie, since the companies 
involved are less profitable, 
they need an fresh injection of 
expertise as well as cash. 

For Mr Caheu-Salvador's 
LBO France, buy-ins are now 
running equal to buy-outs 
numerically, while for Mr Ton- 

tlemonde at Suez, buy-ins are 

now in the majority. 

While most agree on the 
direction of MBO activity, 
obstacles caused by tax issues 
are hotly debated. Fiscal inte¬ 
gration is allowed only if the 
transaction covers 95 per cent 
of the new company's capital, 
which upsets some operators 
bat not others. 

Mr Caben-Salvador is an 
ODtspoben critic of the rule, 
claiming that one recalcitrant 
member of an owning family 
with a stake of only 5.01 per 
cent can prevent an attractive 


Buyouts in 1991 


Type 

MBO 

50% 


MSI 

43.7% 


: FBO 
f 6.3So 

(Farmiy 

buyout 


Reason 

Disinvestment 
56.2°« _ 


Succession 
_ 37.5% 



Development 6.3ft 
KPMG PMl Marwck 


That attitude is disappearing, 
and focusing on core busi¬ 
nesses is seen as the right 
strategy," he says. 

Mr Bliss also sees corporate 
restructuring as a source of 
buy-outs, although he believes 
that management will only 
have small equity stakes. “Suc¬ 
cession problems in family 
companies will continue to pro¬ 
vide good opportunities for 


deal taking place. He claims 
that even a 5 percentage point 
cut in the threshold would 
help under current tax laws. 

Mr Tchenlo. however, 
believes the 95 per cent rule is 
not much of a brake. Problems 
can arise, be says, with listed 
companies and dispersed 
shareholdings, but these hasp 
little impact on the underlying 
need for MBOs or other LBOs. 

There are ways around the 
difficulty, says Mr Jean Fr.in- 
cols Court, chairman of AFlC's 
fiscal and legislation vuniraii- 
tee. One way is fur a holding 
company to charge the operat¬ 
ing subsidiary management 
fees, which reduces the tax bill 
and neutralises the lack of 
Integration. 

Scrapping the rule is “nui a 
priority”, even though it 
would be simplify procedures, 
he says. More important is tu 
obtain greater flexibility mcr 
exoneration of capital gains 
tax on venture capital funds' 
investments in companies with 
at least 50 per cent of their 
shares listed in IX countries- 

The problem Is that this 
applies only if the target bold¬ 
ing company bolds at least 40 
per cent of the voting rights in 
its operating subsidiary, 
which is rarefy the case with 
multi-tier corporate struc¬ 
tures. Mr Court explains. He 
has been lobbying the Finance 
Ministry for a change, and 
hopes for a reply before the 
end of the year. 

Barbara Casassus 


buy-out L'peratioiW he adds. 

In which sectors are the 
opportunities likely to invur? 
Most bankers agree that fix*! is 
at the top of thr list. "It will 
always be an interesting .-sec¬ 
tor, even when the economy is 
in recession,” says Mr Bliss. 

High quality clothing u:l! 
continue to produce opportuni¬ 
ties. However, in spite of the 
density' of Italian engineering, 
conditions are tough and pro¬ 
spective deals will be subject to 
extremely close srruuny. 

Invest is examining several 
potential operations, and Mr 
Belli believes that there will bo 
no shortage of good opjwrtuni¬ 
ties over the next six months, 
as owners decide to pass the 
burden of management to oth¬ 
ers and as their asking prices 
start to fall. 

If this happens, the patience 
of some investment banks 
should be rewarded after the 
lengthy period of scarcity. 
There have been many players 
on the field and at the sidelines 
of Italian buy-outs. It will be 
interesting to see which make 
the winning plays when the 
game really gets moving. 

David Lane 


m 


JcMfe Arranfj«d & IMarartttanby 

NatWest Acquisition Finance 


Acquisition 


Management and Employee Buy-Out 


PORT OF 

TILBURY 

LONDON 


Medium Term Loan 

plus Working Capital Facilities 

Ananged & Jrtnfly Unttawte by 

NatWest Acquisition Finance 


& IMWast Acquisition Rnanco 


Our ability to react at 
great speed is just one of 
the good reasons why 
so many, management 
teams involved in buy¬ 
outs or leveraged acqui¬ 
sitions choose to come 
to NaiWesL 
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As a result Acquisition Finance has consistently 
been one of the leading debt arrangers within this 
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and to give guidance on the structure of trans¬ 
actions. 

Furthermore, NatWest can underwrite the deal 
and provide general banking services including 
interest rate protection agreements. 
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Deals flow steadily Quick work needed 


FIVE-and-a-half weeks ago, 
Interactive Media Services 
(IMS), a Leeds-based telephone 
information specialist, was 
bought by its management 
from the troubled Brent 
Walker Group in a £12.7m deal. 

The Leeds office of 3i 
arranged the funding, bringing 
in Murray Johnstone and 
County NatWest Ventures 
jointly to buy £7m of equity. 
Debt facilities came from the 
Bank of Scotland's Edinburgh 
office, a specialist in assessing 
risk for IMS's low asset, high 
cash-flow type of operation. 

IMS is the largest UK user of 
British Telecom’s premium 
rate network, providing sports 
information services using 0891 
numbers. 

Its most recent coup was to 
secure an exclusive three-year 
contract with the Test and 
County Cricket Board so peo¬ 
ple can dial in for the latest 
scores, making money for both 
IMS and the game. 

The deal was typical of the 

‘While some people 
thought the buy-out 
was a late 1980s 
phenomenon, time is 
proving them wrong' 


sort of buy-out activity under 
way in Britain's regions. A 
large group needed to divest a 
sound but non-core business. 
Selling to the management 
made the most sense Tor conti¬ 
nuity and professional exper¬ 
tise was on hand locally. 

Crucially for the industrial 
and commercial Infrastructure 
of the regions, the parent 
group's own problems did not 
automatically spell doom for a 
healthy subsidiary, as has hap¬ 
pened in past recessions. 

In the IMS case. Mr Bill Wil¬ 
son, the chief executive, turned 
to Coopers & Lybrand in Leeds 
for financial advice and to 
Booth & Co, one of the Leeds 
"big five” commercial law 
firms which have made the 
regional capital Britain's stron¬ 
gest legal centre outside Lon¬ 
don. 

Two weeks later, it was Man¬ 
chester's turn, when its net¬ 
work of professionals arranged 
the management buy-out of 
Celmac. the UK's leading man¬ 
ufacturer of toilet seats, from 
Burmah Castroi, which had 
picked up the non-core busi¬ 
ness last year when it acquired 
Foseco. 

Nearly all the same national 
firms of professionals were 
involved in Celmac as with 
IMS. However, it was their 
Manchester offices this time, 
with Barclays Development 
Capital investing rather than 
Murray Johnstone and the 
Manchester firm of Eversheds 
Alexander Tatham doing the 
legal work. 

As Mr Charles Richardson, a 
3i main board director, puts it: 
“While some people thought 
the buy-out was a late 1980s 


phenomenon, time is proving 
them wrong. There are some 
very good ones around now - 
especially in the regions, and 

at lower prices." 

Mr Richardson is responsible 
for the seven 31 offices in 
northern England and Scot¬ 
land. A drive on overheads has 
seen 3i close its small bureaux 
in Sheffield and Hull this year, 
to centre operations on Leeds. 
It is also moving to smaller, 
more economic offices in Edin¬ 
burgh, putting its prestigious 
but over-large building in 
Charlotte Square on the mar¬ 
ket. 

Mr Richardson says this is to 
save overheads in cost-con¬ 
scious times, not because there 
is a shortage of work. Indeed, 
3i'5 latest published figures 
show £66.5m invested in 81 
management buy-outs in the 
Midlands, north and Scotland 
in the year to last April 

The north-west had most 
money - £l8.5m - for 12 
deals. The East Midlands used 
£16m in 17 deals and Scotland 
£ 14.5m in 21 

While most deals are rela¬ 
tively small compared with the 
highly-leveraged ones of the 
Late 1980s, regional work is 
steady. 

The past six months have 
even seen some larger deals. 
Standard Fireworks, based in 
West Yorkshire, was bought 
from Scottish Heritable Trust 
in a £27m deal: Swift Trans¬ 
port, in the East Midlands, was 
a £26m buy-out from LEP; in 
the north-west, Tulchan Tex¬ 
tiles' management needed 
£15m to separate from a pri¬ 
vately-owned leisurewear par¬ 
ent, and Taco Holdings was in 
a £10m deal with its parent, a 
polyethylene film manufac¬ 
turer. 

Ten years ago, the local net¬ 
works of professionals who put 
these deals together did not 
exist, so neither did the deals. 
With local knowledge and con¬ 
tacts essential to good deal- 
making. the change from the 
recession or 1980-1982 is pro¬ 
found, enabling more busi¬ 
nesses to survive and corpo¬ 
rate ownership to spread. 

Coopers & Ly brand's experi¬ 
ence illustrates how fertile this 
ground is. In spite of his name, 
Mr Paul Southern is in charge 
of northern operations, which 
he says have grown at a rate of 
70 per cent a year for seven 
years and now involve 37 fee- 
earners, plus supporting staff, 
in the north alone. 

According to the latest 
report of the Centro for Man¬ 
agement Buy-out Research at 
Nottingham University, the 
south-east's pre-eminence in 
buy-out markets is slipping. It 
accounted for only 35.9 per 
cent of buy-outs in the first 
half of this year, compared 
with 38.1 per cent in 1991. 

The north-west has 
accounted for 10 per cent of the 
national total in the past IS 
months, while the south-west's 
share rose from 5 per cent in 


1990 and 1991 to 8^ per cent in 
the six months to June this 
year. Meanwhile, the 
north-east and Cumbria 
achieved a record share of 
deals at 5.2 per cent of the 
national total for the six 
months. 

Scottish and Yorkshire's 
shares dipped slightly in the 
six months, but this may 
reflect a slowdown in the time 
taken to do them. Mr Southern 
says the more cautious eco¬ 
nomic climate means it takes 
three or four times longer to 
close a deal now than in the 
late 1980s. Six or eight months 
is typical. Discussions with 
IMS started last year. 

Raw numbers may well be a 
better indicator the south-west 
recorded 19 buy-outs in the 
first half of 1992, after averag¬ 
ing 10 per half-year since the 
beginning of 1989. 

By contrast, the bigger 
south-east regional economy 
saw more than 100 deals in the 
first half of 1991, but only 67 in 


‘There Is more caution 
but there Is a good 
enough flow of buy-out 
proposals for this to be 
our main activity today’ 


the second half. The figure 
picked up to 83 in six months 
to last July, but the directions 
of the two regional trends is 
obvious. 

Mr Richardson of 3i says: 
“There is more caution all 
round, but there is a good 
enough flow of buy-out propos¬ 
als for this to be our main 
activity today. 

“Prices are well into single¬ 
figure multiples of earnings, 
compared with up to 14 four or 
five years ago, when earnings 
were also higher." 

Four or five times earnings 
is the current price level 
quoted by other professionals, 
such as KPMG Peat Marwick's 
Manchester office. 

Does this mean, therefore, 
that the higher-priced buy-outs 
of previous years have run into 
trouble in the recession 
because their managers paid 
too much? “Most have proved 
remarkably resilient." Mr Rich¬ 
ardson says. 

"One or two have failed, a 
few have been refinanced, but 
most have been able to con¬ 
tinue. It proves the virtues of 
owner-management: they have 
an incentive to succeed. Also, 
good managers see things com¬ 
ing, adjust to problems, take 
difficult decisions early and 
plan their way through." 

Capital providers say this 
latter point is a principal rea¬ 
son managers win their back¬ 
ing in the first place. Mr 
Southern says three other 
ingredients also have to be 
present: "Cash, cash and cash." 
These always improve reces¬ 
sion-resistance. 

Ian Hamilton Fazey 


WHEN WE INVEST IN 

A COMPANY 

WE’RE NOT INTERESTED 

IN ITS WORTH. 

ONLY YOURS. 


Vft: invest first and foremost in manage¬ 
ment not figures on a balance sheet. 

If we're convinced you have the ability, 
commitment and track record, we’ll back you in 
a deal anywhere from £25U,(XX) to £25 million. 

if you would like to show us what you arc 
worth, whether it s for a management buy-out. 
management buy-in or expansion, contact 
Trevor Jones on 071-<>06-6474. 

Or. if you prefer, speak first m yuur 

financial adviser. 

Gresham Trust p.l.c., 

Barrington House, Gresham 
Street, London EC2V 7HE. 


Gresham Trust 
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MR PAUL FABIAN divides the 
six days which followed the 
fateful afternoon of Friday 
September 4, 1992, into vari¬ 
ous parts: the surreal, the 
worst and the best. 

This was the week he and 
Mr Brian Worth, through a 
new company they formed - 
- Idealdirect, which would 
trade as Fifth Avenue - 
acquired the business and 
assets of Fifth Avenue Ltd, for 
an unspecified amount, from 
the receivers of the Berkertex 
Group. 

Based just off London's 
Oxford Street, Fifth Avenue 
supplies retailers and mail 
order houses such as Little- 
woods, C&A. Etam, British 
Home Stores and Burtons, 
mainly with ladies garments. 

With a turnover ef'£13.6m 
and a profit of £525,000 in 
1991-2, Fifth Avenue Ltd repre¬ 
sented approximately 30 per 
cent of the activities of its par¬ 
ent, Berkertex Group. 

There was little synergy 
between Berkertex and Fifth 
Avenue Ltd. Hie former made 
dresses, the latter made sepa¬ 
rates and each operated virtu¬ 
ally independently of the 
other. 

It therefore came as no sur¬ 
prise when, in November 1991. 
Berkertex asked Mr Fabian 


and Hr Worth if they would 
like to conduct a management 
buy-out 

A price was agreed on and 
Fifth Avenue Ltd's directors 
pat together a deal which 
involved financial backing 
from the Bank of Ireland and 
3i. At the last minute Berker¬ 
tex Group decided it had 
undervalued the business and 
asked for an extra £500,000 
more or, as Mr Fabian puts it, 
“a golden wave goodbye”. 

The deal fell through. Disap¬ 
pointed as he was, Mr Fabian 
says: “It did give us a chance 
to put our toes in the water, go 
through all the necessary bud¬ 
geting, cash-flows and presen¬ 
tations to financial institu¬ 
tions.” 

Fifth Avenue Ltd went on to 
have a successful year of trad¬ 
ing. By September 1992, it had 
accrued R2.2m In its account at 
the Bank of Scotland and owed 
creditors around £650,000. 

In the meantime, it was 
becoming increasin gly appar¬ 
ent to rath Avenue Ltd, that 
Berkertex was experiencing 
trading difficulties. “We could 
see they were in trouble,” says 
Mr Fabian, “bat the problem 
was determining when they 
would become insolvent.” 

As the. situation deterio¬ 
rated, Mr Fabian got in touch' 


THE LAWYERS 


with Blick Rothenberg (the 
accountants which had 
assisted with the failed 1991 
MBO) and 31, to warn them 
that their services might be 
needed again. 

At midday on Friday, Sep¬ 
tember 4 Mr Fiabian was con¬ 
tacted by the Bank of Scot¬ 
land. He was told the directors 
of Berkertex Group had 
informed the hanfc that they 
were unable.to continue to 
trade. The bank was drawing 
in its loans and overdraft facil¬ 
ities. Touche Ross had been 
appointed as receivers. 

Mr Fabian was summoned to 
an immediate meeting with 
the bank at which Fifth Ave¬ 
nue Ltd, under its joint guar¬ 
antee responsibility for the 
overall debt of the group, was 
asked to deposit £L2.5tn to 
cover the debt “It became sur¬ 
real,” recalls Mr Fabian. “I 
told them they could have the 
£2.2m (accrued in its account 
at the Bank of Scotland] but 
that I didn't happen to have 
the other £ 10.3m cm me.” 

Mr Fabian and his co-direc¬ 
tor went into action. They con¬ 
tacted Blick Rothenberg and 
3i, then made an appointment 
to see the receiver. 

On Saturday, the receiver 
mr plainari that he had a duty 
to sell the business to file per- 


Leading the blind 


MBO LAWYERS think of 
themselves as businessmen 
and women first and lawyers 
second. 

Often their key role is to 
supervise the deal “There's a 
huge amount of transaction 
management," says Allen & 
Overy’s Mr Anthony Real. 
"Particularly in multi-jurisdic¬ 
tional MBOs." According to Mr 
John Kitching from Lovell 
White Durrant, this is particu¬ 
larly true when acting for the 
finance providers: "The institu¬ 
tions are looking for lawyers to 
project manage a transaction." 

That means the legal advis¬ 
ers are not asked simply to 
handle the formal technicali¬ 
ties. “The client would be dis¬ 
appointed if you just gave legal 
advice," says Mr Geoffrey 
Green from Ashurst Morris 
Crisp. 

“You're also asked to be a 
constructive problem solver 
and to give a much more 
rounded, judgmental view of 
the transaction." 

It is an approach shared by 
others, including Mr Derham 
O'Nell at Clifford Chance: 
“Lawyers are increasingly 
involved at the strategic level 
and are used as a commercial 
sounding board. For example, 
we're sometimes asked about 
the public relations effects of a 
deal." 

Buy-outs are now fewer and 
smaller, so an outsider would 
assume that competition 
between leading law firms has 
heated up considerably. MBO 
lawyers are split on the issue, 
however. 

Mr James Davis from Fresh- 
fields thinks not. “Although 
occasionally financiers will go 
to □ new law firm as a trusted 
second string - particularly 
when there is a conflict of 
interest - they're more con¬ 
cerned with quality and value 
for money than nitpicking on 
price." 

Mr Green from Ashurst Mor¬ 
ris Crisp would agree with the 
insistence on quality but is cer¬ 
tain that "competition between 
lawyers is much fiercer than, 
say, a year ago". 

It is a view shared by his 
counterparts in other firms. Mr 
Anthony Lewis from Cameron 
Markby Hewitt says: “Increas¬ 
ingly. venture capitalists won’t 
take all their work to just one 
law firm." Stephen Barnard 
from Herbert Smith adds: “Cli¬ 
ents are now much more likely 
to move around and people are 
working harder to keep the cli¬ 
ent happier." 

If the financiers are staying 
with their established lawyers 
for the larger deals, it may be 
that they are more cautious 
because of the economically 
tight conditions Mr Jonathan 
Blake from S J Berwin believes 
that "institutions like to deal 
with lawyers they feel comfort¬ 
able with and who they know 

can handle the technical 
issues". 

As Mr Peter Turnbull from 
Macfarlanes points out. "if 
you're the person buying in the 
external legal service's, you 
can't go wrong instructing a 
recognised name. Someone 
who does the job more cheaply 
won't do it better." 

Perhaps the greatest benefit 
experienced practitioners can 
offer clients Is the saving of 
time. Lawyers well versed in 
MBOs know which are the 
mam points in the transaction 
and can save time, money and 
their clients' patience by not 
wrangling over minor details. 
However, the senior regional 
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firms have not - as was once 
predicted - broken into the 
top ranks of MBO legal advis¬ 
ers. Many believe this is 
because the larger London 
firms have far greater 
resources and experience than 
their country cousins who are 
best at doing small deals more 
cheaply than their classier City 
brethren. 

Lovell’s Mr Kitching dis¬ 
agrees. "Law firms can break 
into this market. It’s the rela- 

‘ln the end, personal 
chemistry is often 
the reason why a 
management team 
chooses a particular 
law firm’ 


tionships with the finance pro 1 
viders which count and in 
many cases the regional firms 
have built and continue to 
build those relationships." 

So does it matter which of 
the top firms you go to? It is 
generally agreed that the lead- , 
mg firms can handle the tech¬ 
nical issues equally compe-. 
tently. But as Mr David Ereira 
from Freshflelds points out/ 
“there are distinct differences 
in terms of the approach and 
the culture. So it's a question’ 


cess down," says Mr Ian Sears 
from Clifford Chance.... 

“The management will have 
their accountants sitting 
beside them and the accoun¬ 
tants will know the form and 
who's worth going to,” says Mr 
Lewis from Cameron Maritby 
Hewitt "In the end, personal 
chemistry is often, the reason 
why a management team 
chooses a particular law firm," 
he adds. - 

Legal fees are a critical 
issue. “If the deal hits the buff¬ 
ers, then we would expect to 
share the' financial burden . 
with the banks by charging at 
a lower rate,” says Mr; Real - 
from Alien & Oveiy. The rigor¬ 
ous control of expenditure la 
confirmed by Mr Barnard from 
Herbert Smith: “People are 
vexy tight on fees these days' 
and you have to justify your 
charges every step of the way."' 

Often great pressure is put/ 
on a law firm to operate oh a 
flexible tee basis. Rarely wfll a- 
leading London practice agree - 
to work on a strict “no,deal; no. 
pay" arrangement. but .more, 
flexible arrangements 1 are pos- • 
stole. For instance, initial dis¬ 
cussions and certain categories 
of preirminary work may wdl 
be carried out far no or a 
heavily reduced - tee. :: ■'! -j 

1 Mr John Penson from LoTtdl 


of how the service is delivered . .White Durrant says: *Tt li 


by a particular firm". 

That is ail very well for the 
financiers who have long-estab¬ 
lished connections with a wide 
range of suitable law firms; 


easier for me to adopt a. mote- 
flexible approach to billing, for 
an established client than for a 
complete newcomer/ 7 it. also 
gives the client less- incentive 


But for the management team, ^ to shop around- and demon— 

this will almost certainly .be,\.strates that we'ro being 
their first and only MBO the five to the transaction." • 


choice of a lawyer is more dlffi- '. 
cult 

“The venture capitalists are 
keen to advise management on : 
which firm to use asl lads'of 
expertise slows the whole pro-. 


' fo an economically depressed 
market, lawyers are-.dearly as, 
aware as evetyone else of the! 
limitations of onooff deals. 
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Paul Fabian 



Brian Worfb 

son who came op with the best 
offer. Sunday was spent with 
Blick Rothenberg working on 
a business plan. 

Monday morning, Mr Fabian 
had a meeting with Barclays 
Bank, r^Tigham place to ask 
for a £500,000 overdraft facil¬ 
ity. The afternoon was spent 
in negotiations with the 
receiver and contacting solici¬ 
tors to pnt the MBO paper¬ 
work in place. 

On Tuesday, the directors 
organised funding. On 
Wednesday morning, Barclays 
Bank confirmed the overdraft 
facility and negotiations con¬ 
tinued with the receivers; By 
Thursday afternoon, the MBO 
purchase from the receiver 
was complete. Idealdirect had 
been formed. 

Mr Worth and Mr Fabian 
hold 77. 5 per cent of the- 
shares in equal quantities 
between them, while 31 holds 


the rest Funding for the direc¬ 
tors’ part of the business came 
from a large, short-term loan 
from a supplier, personal 
ravings, guarantees and loans. 
“That was the worst part" 
says Mr Fabian. “Having to 
give personal guarantees and 
realising what that commit¬ 
ment meant” 

Mr Fabian and his partner 

paid substantially less for the 
business than the 1991 asking 
price. “It was a forced sale and 
you’ve got all the risks inher¬ 
ent in pare basing from the . 
receiver,” he explains. “There 
are no warranties." 

Among many issues was 
that-of whether -suppliers and 
customers, affected by the 
receivership of Fifth Avenue 
Ltd, would want to trade with 
Idealdirect “We were desper¬ 
ately lucky,” says Mr Fabian. 

“We have a history of trust 
and mutual respect built up 
over 18 years of trading and it 
served us welL" 

The MBO was completed as 
quickly as possible for sound 
reasons. “It was a question of 
confidence; given a further 
week we thought the business 
would.disappear,” he explains, ft■ 
Although Idealdirect Is not 7 _. 
liable for the debts of Fifth 
Avenue Ltd, Mr Fabian and Mr 
Worth are making agreed ex- 
gratia. payments, to suppliers. 

“We feel oar reputation is at 
stake;" explains Mr Fabian. 
Employees have : also been paid 
wages overdue from the period 
of collapse. . 

Mr FUbian has no qualms 
about conducting a MBO In 
the middle of a recession. 

'‘We’re trading well with turn¬ 
over. 10 per cent up on last 
year, we’ve got our costs 
under control and Fm confi¬ 
dent about the future,” be 
says. 

Eight weeks on, Mr Fabian 
admits he still has not quite 
come down from the high he ^ 
experienced at the end of the & r 
MBO. : -:j 

“The best part," he says, 

“was coming back to the office r 
after it had all gone through, 
knowing we’d saved every¬ 
one's jeb and finding the staff 

had_pai on a surprise party.” 

1 ■ • ■ ■ 

Hester Thomas 
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Some MBOs are more 

risky than others . 
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SomeMBOsmay be.. 
in markets'which a rev 
difficult to.predict. 
There may be ' 
uncertain competitive, 
technological or 
environmental threats 
- or opportunities. 

Such.MBOs benefit 
from independent 
expert advice. Advisers 
should have industry- 
specific, worldwide 
management and - 
technical expertise. 
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Arthur D. Little has that expertise. We help 
managers and financiers understand complex 
business risk. We help get good deals done. 


Call: Stephen Lawrence 


Td: 

Eu: 


V^uzghan Evans 

071-409 2277 
071-491 8963 


Arthur D- Little Limited -■ 
tnfcmaiioffwt Management 
..and Technology; Qmsolonci 
Berkeley Square House 
Berkeley Square ■; 

London WIX.6ET 
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The role of accountants in MBOs has come into question 

A conflict of interests 
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CONFLICT sad economic 
uncertainty are vexing many 
of the accountancy firms 
involved in the buy-out market 
of the early 1990s. 

Most remain bullish about 
prospects for business. But 
they are having to adapt their 
cultures to match new 
demands on their services. 

Mr Richard Mead, national 
director of corporate finance at 
Ernst & Young, says: "It’s been 
a funny market recently and 
very different from two years 
ago. But we have had a rela¬ 
tively good flow of business 
particularly in our regional 
offices." 

Mr Andy Pollock, senior 
partner of Rees Pollock, a 
small firm started just over 
two years ago by accountants 
from Ernst & Young, is opti¬ 
mistic. “There is money 
around," he says. "As interest 
rates fall, there will be a better 
rate of return." 

What does continue is what 
he calls the "lunchtime entre¬ 
preneurs" who say they are 
interested in MBOs. He says he 
can screen out those who will 
not make it when they start 
asking about the hours 
involved, their salary and 
whether they will be able to 
keep the company car. 

For others, the volume of 
business has slowed to some 
degree, in part because deals 
are taking longer to come to 
fruition. The difficulties have 
been particularly intense for 
the larger prospective MBOs. 

The main problem, according 
to Mr Mead, is the paucity of 
senior debt. Banks which need 
to syndicate loans for the 
larger MBOs have lacked the 
confidence to do so. 

“We are much busier than 
we were three or four years 
ago," says Mr Chris Beresford, 
head of the MBO unit at RPMG 
Peat Marwick. "But there is a 


degree of nervousness around." 

He says b anks realise they 
are more vulnerable after some 
of the highly leveraged deals of 
the late 1980s failed They also 
face the uncertainty of the UK 
economy. 

The accountants’ role In 
MBOs needs to be kept in per¬ 
spective. Mr Beresford pours 
scorn on those firms claiming 
to hold sway in deals. "IFs not 
realistic,” he says. "You can 
only say you have lead a deal if 
you have structured, financed 
and negotiated its terms." 



Number of deal*. 

KPMG Peat Marwtck • 128 

Coppers &Lybrand .* 69 

Price Waterhouse . .84 

Touche Ross 44 

Error & Young ' . - 41 - 

Arthur Andersen 33 

Others/none/not. 

knbwn/fdupOcatkin) 10 

Ww:-, • Y- 379 ■ 

■ ■ ■ ... ■ 


QuafiScatat acted In £10 mBUon 
pkjspeeta ■ . . 

Sottrco, KPMG Corporate finance 


There Is a possibility that 
accountancy firms could pro¬ 
vide for finance for deals. But 
the prospects are negligible - 
even apart from the issue of 
expertise. "We haven't got the 
money," says Mr Mead. 

More importantly, accoun¬ 
tants financing deals would 
raise further potential conflicts 
of interest, he says. "As soon 
as we do that, we are out of the 
contest for on-going audit work 
and we like to develop a 
long-term relationship." 

That is because existing pro¬ 
fessional ethical rules forbid an 
auditor from holding shares in 
a client company. Mr Mead 
says that, as far as Ernst & 
Young is concerned, it would 


apply equally to other on-going 
services for a client. 

In fact, the accounting firms' 
activities in MBOs involve two 
principal areas: 

• Personal and corporate tax. 
business structuring, business 
plan development and other 
advisory work to the manage¬ 
ment team. 

• Investigating accountancy 
and due diligence work for the 
financiers considering backing 
the MBO. 

Mr Beresford estimates that 
his firm spends about three 
times as many hours on inves¬ 
tigation work as on advisory 
work for management teams. 

On the one hand, manage¬ 
ment advisory work can be far 
more commercially attractive, 
be says. On the other, a good 

relationship needs to be main¬ 
tained with the finance houses 
by bringing them deals, to 
ensure that they turn to the 
firm to pass on due diligence 
work. That means bringing the 
teams to finance institutions. 

One aspect of the work 
which can raise tensions with 
other, more conservative parts 
of the accountancy firms is the 
application of contingency fees, 
geared around payment only if 
the buy-out is successful. 

"We prefer not to have con¬ 
tingency fees,” says Mr Beres¬ 
ford. “We are still very 
old-fashioned. We think of 
working for an hour and get¬ 
ting paid for an hour. But we 
have got used to the idea, with 
a premium for success and a 
modest fee for failure." 

A second area that is causing 
increasing tensions is the pos¬ 
sibility of conflict or interest. 
Mr Pollock's firm tries to gen¬ 
erate most work from finance 
houses such as 3i and AIB Cap¬ 
ital Markets. “Can you be truly 
independent if you Introduce 
MBOs?” he says. "It's a very 
grey area. On the other band , 


you need to bring them In if 
you want the finance houses to 
bring deals to you. We don't 
want to be cut oft.” 

He asks whether an accoun¬ 
tant am be objective. In the 
extreme, they may strike a bar¬ 
gain with financiers to whom 
they have made the introduc¬ 
tion but from whom they are 
looking for other business. 

They could be carrying out 
due diligence on numbers they 
have have audited and on pro¬ 
jections they may have pre¬ 
pared. They may ultimately 
hope to gain the audit of the 
numbers once the deal is done. 

Mr Douglas Llambias, chief 
executive of the Business 
Exchange, a network of profes¬ 
sionals for buying and selling 
businesses for up to about 
£20m, says be will not accept 
the accountants trying to intro¬ 
duce potential deals to levy 
contingency fees, or for the 
company’s auditor to carry out 
advisory work. 

"Contingency fees arc not 
appropriate," he says. "When 
the potential fees are large, the 
pressure is enormous to get the 
deal done whether it is for the 
best or noL" 

With regard to the auditor, 
he sees it as “improper" that a 
firm supposedly acting In the 
best interests of the sharehold¬ 
ers should be able to support a 
buy-out. 

Mr Beresford admits that 
some finance houses not happy 
with the accountants bringing 
them the deal and also con¬ 
ducting the due diligence. But 
he says: "You have to be 
grown up about it I would for 
rather it was a friendly guy 
from my own firm who found 
an error rather than someone 
from a rival firm. If there is a 
problem it is in everyone’s 
interests that it is unearthed." 

Andrew Jack 


PROFILE: THE GAYMER GROUP 


Discussions focus on price 


NEGOTIATING a sale price 
with a vendor -.who is poten¬ 
tially your biggest customer is 
no easy task. It is no surprise, 
therefore, that Candover 
Investments' buy-out of Vine 
Products and Whiteways, 
Showerings and Warninks, the 
UR wines, spirits and soft 
drinks suppliers, from 
Allied-Lyons required lengthy 
discussions. 

"It meant making sure you 
could see their point of view 
and where possible, within rea¬ 
son, trying to accommodate it 
And hopefully they were doing 
the same for us,” says Mr Step¬ 
hen Curran 'Of Candover 
Investments, which backed the 
management team led by Mr 
John Wilkinson. 

Negotiations opened in July 
1991 but the deal was not 
signed until February 1992. Mr 
Curran says: "We were in a 
series of protracted negotia¬ 


tions. "Price was tbe main 
sticking point, but our investi¬ 
gations took time too.” 

VPW, Showeriogs and War- 
ninks businesses produce and 
market a wide range of alco¬ 
holic drinks, including Gay- 
mer’s Olde English, Copper¬ 
head and Babycham. 

Advisory work is 
profitable, but good 
relationships must be 
kept with finance houses 
by bringing them deals 


The new company will be 
named The Gaymer Group 
Europe and Mr Mike Dowdall, 
previously a main board direc¬ 
tor of U nilever, has been 
appointed Chairman. VPW and 
Showerings are based mainly 
near Bristol and also at Shep- 
ton Mallet, Somerset. War- 


ninks' main facility is in Hol¬ 
land. The combined companies 
have L300 employees. 

In the 12 months to February 
1991, combined turnover of tbe 
three companies was £l78m 
with profit before interest and 
tax of £23m. The picture for 
this year is confused by a 
change of year end. Mr Curran 
believes profits will be lower 
but that tbe new company is 
doing at least a well as was 
predicted when the deal was 
struck. 

It was Allied-Lyons who took 
its time at first It bad to evalu¬ 
ate all offers and only settled 
on the managers at the begin¬ 
ning of December. Candover 
believes this is because their 
offer was for both companies. 

Candover was attracted to 
the buy-out because of the 
strength of the management 
team: "They appeared compe¬ 
tent, hardworking, skilled and 
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sensitive. They worked 
together, knew their business 
and they were clearly keen to 
do the buy-out,” says Mr Cur¬ 
ran. 

He says the team's energetic 
enthusiasm for the deal 
showed they recognised that a 
buy-out demands a great deal 
of time as well as an opportu¬ 
nity. 

Negotiations - suspended 
during the Christmas period - 
initially centred on price: 
"Allied-Lyons wanted between 
£150m and £160m hut we set¬ 
tled on £140m in the end,' 1 says 
Mr Curran. Allied-Lyons 
received £U5m in cash and 
£25m in vendor loans. 

Equity for the buy-out is 
being provided by institutions 
investing through the Can¬ 
dover 2989 Fund, and CINVen, 
Legal & General Ventures and 
Advent InternationaL 

Bank term debt of £33m and 
working capital facilities of up 
to £35m are being arranged 
through Barclays Bank and 
National Westminster Bank 
and co-lead underwritten by 
Barclays, Nat West and Bank of 
Scotland. Mezzanine finance of 
£15m is being provided by 
Mithras Investment Trust and 
Legal & General Ventures. 

These borrowings are neces¬ 
sary since the company tends 
to produce stock in the sum¬ 
mer which is mainly sold over 
the Christmas and New Year 
period. 

Once the price was agreed 
Candover had to conduct a 
thorough investigation of the 
company. 

“We had to make sure the 
sales organisations would 
blend well together, find out 
whether there were any poten¬ 
tial economies of scale in man¬ 
ufacture and ensure that the 
arrangements with the vendor 
who is our best customer were 
satisfactory to both parties," 
Mr Curran says. 

“Overall the investigations 
revealed that the company had 
been doing well, but recently 
not quite so welL We bad to 
satisfy ourselves.that dip In 
profits was a temporary one." 

Candover also had to satisfy 
its own board of directors that 
it was worth investing in some 
of the lesser known brands 
such as Camelot (a form of 
perry). Festival Vat (a cider) 
and Zapple (a speciality drink). ^ 
The Gaymer Group Europe's 
branded portfolio is targeted at 
the Cl, C2 and D sodoecon- 
omic groups. 

Mr Wilkinson, managing 
director of the new company, 
admits some of the brands 
have not had top priority in 
recent years: "We have 
launched the Gaymer Group 
Europe this year in a major 
marketing initiative. We are 
confident that the planned 
investment in the brands, 
plant and people will create a 
highly competitive, indepen¬ 
dent European drinks group.” 

Catherine Milton 


PROFILE: POOLE POTTERIES 


Second time lucky 


IT WAS second time lucky for 
Mr peter Mills when his buy- 
in/buy-ont (bimbo) of Poole 
Potteries in Dorset, succeeded 
in October this year. 

The £3-7m deal (including 
Investment capital) which 
installed Mr Mills as the new 
manag in g director of the 119- 
yearold firm, was the realisa¬ 
tion of a thwarted ambition. 

He was the predator when 
two years previously he tried 
to buy the company from Pilk- 
ington Tile, a subsidiary or 

BTR, for Dartmgton Crystal, 
the tableware and giftware 
company of which he was then 
sales and marketing director. 

In 1990 Dartington had been 
looking for an acquisition that 
would give It a retailing arm 
for the sale of seconds to tour 
lsts. The bid failed, because 
Dartington couldn’t raise tbe 
then well-over £4m wanted for 
Poole. Rockware Group - the 
glass and packaging company 
which owns Dartington - 
made the mistake of turning 
to BTR for help in a cash-and- 
notes deal, and was itself 
promptly swallowed by BTR. 

The equity funds were raised 
through Murray Johnstone, 
County NatWest Ventures, and 
debt from Lloyds bank locally. 
They were advised by west 
country investment bank. 
Rowan Dartington. It helped 
that the price had dropped to 
£&.7m. (A large part of the 
price was for the site which 
had lost valne In a depressed 
property market). 

Murray Johnstone took a 
major share of the equity, but 
tbe daal took the form of a 
ratcheted arrangement 
whereby the management 
share of equity Increases if tbe 
venture performs well. The 
debt-to-eqnity ratio was 
around a modest 2:1, with only 
£lm of senior debt put in on 
day one. 

The buy-out team consisted 
of Mr Peter Mills, who left 
Dartington in 1990 and Mr 
Peter Henness, also formerly 
of Dartington Crystal. They 
became managing director and 
fln»n«i director respectively. 
The rest of the team consisted 
of Mr Peter Davis, who became 
operations director and Mr 
David Walton and Mr Tony 
HoRtsworth - both of Poole 
Pottery - who became produc- 



Pots In Um making: Pools Pottery plans to increase Rs workforce by 30 per cent over the next tour yeers 


don and sales directors respec¬ 
tively. Mr Roland Denning, 
Sock Shop chairman, became 
non-executive chairman. 

The negotiations over the 
bimbo took a protracted nine 
months. "It was an anxious 
time. As to be expected from a 
Scottish finance house, tbey 
went over every aspect of the 
business with a fine tooth 

The staff response has 
been positive and 
already more flexible 
working hours have 
been introduced 


comb," says Mr Mills. "But 
they were extremely support¬ 
ive once they had decided to 
go ahead. 

"For example, they pat up 
more money in equity than 
originally Intended, so that 
the pottery Is very well struc¬ 
tured financially.” 

Poole Is one of Britain’s 
best-known pottery firms. It 
was set np in 1873 and, in its 
premises at The Quay on the 
seafront at Poole, It is an 
important tourist attraction, 
drawing 750,000 people a year. 
The pottery's hand-made table¬ 
ware of the 1920s and 1930s, 
with their striking floral and 
geometric Art Deco patterns, 
have become collector’s items, 
selling at sale houses for as 


much as £500 an item. 

However, in the past decade 
the potter}- had began to show 
the result of neglect in the 
design department and a gen¬ 
eral lack of investment. 

"It seemed an ideal candi¬ 
date for a bay-out. There were 
obvious similarities with Dar¬ 
lington's. where I was then 
working as sales and market¬ 
ing director. 

"Also, the pottery had been 
suffering from neglect - Its 
potential nnexploited, espe¬ 
cially in the tourism side of 
the business," says Mr Mills. 
The new team plans to re-or¬ 
ganise the tourist aspect at 
The Quay and to re-introduce 
tbe once-popular tours of the 
workplace. 

"The root of the problem 
appeared to be that Poole Pot¬ 
tery was not part of BTR's 
core investment strategy. It 
was acqui red a lmost inadver¬ 
tently by BTR, whose target 
was Ptfidngton Tiles: the pot¬ 
tery was jost part of the Pilk- 
ington parcel” says Mr Mills. 

In the three or four years 
before the bimbo, Poole Pot¬ 
tery made little or no profit. 
"Performance was fiat and the 
real results easily get lost in a 
Mg group's figures," says Mr 
Mills. The new team hopes to 
build on Poole's brand name 
- it consistently comes In the 
top three in public recognition 
surveys of the pottery field. 


Mr Mills plans to increase 
manufacturing capability and 
improve the marketing sides. 
“The OK trade side is solid and 
jnst needs to be developed fur¬ 
ther. Exports, which make up 
-10 per cent of trade sales also 
have massive potential which 
has never been exploited. It 
just needs effort." 

The staff response to the 
bimbo has been positive and 
already more flexible working 
hours have been introduced. 
This may be partly due to the 
fact that, although there is the 
possibility of some rationalisa¬ 
tion, Poole Pottery plans to 
increase its workforce by 30 
per cent over the next four 
years. 

Staff reaction to a return to 
private ownership has been 
favourable, according to Mr 
Mills. Of the 190 people 
employed, at least 50 have 
been with the company for 
more than 20 years," he says. 

Mr Milts claims that this 
buy-ont is to be no quick in- 
and-out operation. "We hope 
to see Poole Pottery in the 
long run as tbe core to a group 
of brand names in the same 
fields, so once we have the 
company growing again, we'll 
quite possibly be looking for 
acquisitions." 

William 

Saunderson-Meyer 
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time 


a In the complex world ot management 
buy-outs, timing is critical. The current financial 
doom and gloom could mean that now is the ideal 
moment to make your move. With vendors keen to 
realise cash and trade buyers few and far between 
MBOs can be attractive to all panics, 
m At Ernst & Voung, we provide totally 
independent advice on the timing, planning and 
structuring of the deal, help you to raise the finance 
and assist with vendor negotiations, 
m To review your opportunities, or participate in 
our MBO workshops* ring Richard Mead (Direct Line 
071-931 3606) or Marlyn Aguss (Direct Line: 071-931 4128) 
or wnte to the address below. 

=!l Ernst & Young 

Ernst & Voung Corpome Finance, Bechet House, 1 Lambeth Palace Road, London SEl 7EU 
AulU+rlt*d by Tbe institute of Chartered Accountants in England and Wales ie tarry on investment business. 
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Before we invest in a company, we spend time getting to know its market. We spend 
time getting to know the business. We spend more time getting to know the 
people who run it. 

Then we spend time working with them to agree a deal. 

When it comes to negotiations you’ll find us flexible, tough, but above all fair. 
Hardly surprising were one of the UK’s top development capital companies. 

If your company is looking to arrange an MBO, or if you need expansion or replacement 
capital, call us. London 071-600 3226. Birmingham 021-200 1787. Leeds 0532 441001. 
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Charles Batchelor takes a look at how to stage a buy-out 

A variety of skills needed 


MOST buy-outs have one thing 
in common. They are carried 
out by management teams who 
have never done it before. This 
makes negotiating a buy-out a 
particularly stressful experi¬ 
ence for the managers 
involved. 

Executives, often from small 
corporate divisions or subsid¬ 
iaries and Without a financial 
background, find themselves 
dealing with venture capital¬ 
ists, bankers and other finan¬ 
cial specialists for the first 
time. 

However, a wealth of special¬ 
ist advice can be called upon 
from accountants, lawyers and 
the venture capitalists them¬ 
selves. The buy-out is now 
much better understood as a 
means of restructuring busi¬ 
ness than it was a few years 
ago and wide range of litera¬ 
ture is available. 

The first step is to put 
together a management team 
Financial backers expect to see 
a well-balanced group of man¬ 
agers headed, prelerably, by 
some with managing director 
experience. It will probably 
also have to Include people 
with financial, marketing and 
production skills. 

The financiers will be 
looking to back people with 
senior experience but who 
have also not lost touch with 
the realities of doing business. 
Running your own small com¬ 
pany is very different from 
managing part of a large 
organisation with extensive 
support systems In place. 

Keep the buy-out team to a 
manageable size. Most involve 
three or four people. This is 
enough to proride a spread of 
skills while reducing the risk 
of disagreements. 

It is also important at an 
early stage to find out whether 
your business might be avail¬ 
able to buy. Some large compa¬ 
nies refuse outright to allow 
buy-outs on the grounds that if 
there is untapped potential in 
the business it should be 
exploited within the corporate 
structure. 

However, the depths of the 
present recession have meant 
that far more corporations are 
being forced to consider the 
sale of non-core or under-per¬ 
forming parts of the business. 
Managers are still advised to 
tread warily when approaching 


head office about a buy-out in 
case an unwelcome approach 
damages their career pros¬ 
pects. It may make sense to 
use an accountant or another 
business advisor to make an 
anonymous approach in the 
first instance. 

If It is for sale, will your pro¬ 
posed buy-out be able to 
attract finance? Venture capi¬ 
talists and other financial 
backers prefer to support 
mature businesses in low tech¬ 
nology areas with strong posi¬ 
tive cash flows. 

The bankers in particular 
want to be sure that cash Cows 
will amply cover interest 
charges and will not be keen to 
support businesses with uncer¬ 
tain prospects. 

Advisers should be chosen 
for their experience in the 
buy-out field and for their abil¬ 
ity to get on at a personal level 
with the management. You 
will soon know if the size of 
the deal contemplated is suited 
to the financial backer. 

Hie adviser will be able to 
help management over what Is 
often the most daunting obsta¬ 
cle - negotiating with the 
boss. Many managers find it 
difficult to adopt a dispassion¬ 
ate negotiating stance. 

The professional adviser can 
take the heat out of the negoti¬ 
ations and is also freer to point 
out any the weaknesses of the 
business. 

The advisers will also be able 
to help with the preparation of 
a business plan though it must 


re main demonstrably the work 
of the management team. It 
should explain the background 
to the buy-out and describe the 
managers' experience, the 
products, the market and the 
strategy for future develop¬ 
ment. Summaries of past and 
projected profits, balance 
sheets and cash flows should 
be included. 

The plan should start with a 
short summary of the main 
points. Unless this grabs the 
venture capitalist's attention 
he is unlikely to go on and 
read the rest of the plan. Avoid 
unduly elaborate plans. Finan¬ 
cial backers are rarely 
impressed with elaborate pro¬ 
jections of the future which 
can be upset by any number of 
unforeseen circumstances. 

The financial commitment 
demanded of the managers 
may be small in terms of the 
overall cost of the deal - man¬ 
agers would typically be expec- 
ted to put up between £25,000 
and £50,000 each - but it is 
still likely to be a considerable 
sum in relation to the individu¬ 
al's financial resources. 

In return, the managers will 
obtain a stake in the ordinary 
equity which far exceeds their 
relative financial contribution. 
Backers are happy to go along 
with this because they believe 
the managers will be highly 
motivated to do welL 

Some buy-outs involve 
“ratchets" - agreements 
whereby the managers 
increase their shareholding if 


they meet certain targets. 
Ratchets have fallen out of 
favour recently because they 
are seen as further complica¬ 
ting the deal and encouraging 
a short-term approach on the 
part of the management. 

What happens if the buy-out 
does not go ahead? Profes¬ 
sional fees may already have 
mounted up. U is common 
practice to reach an agreement 
with the vendor for him to 
meet these costs. If this is 
impossible the leading finan¬ 
cial backer will normally agree 
to pay. 

Even as they are negotiating 
their independence, managers 
need to give some thought to 
what will happen in three to 
five years time when their 
financial backer may he think¬ 
ing of an “exit". Financiers 
normally expect to sell or float 
the business so as to realise 
their capital gain. The route 
chosen will depend on how 
well the business does, on 
stock market sentiment and on 
whether a potential buyer is 
looking for acquisitions at the 
time.. 

The buy-out period is an 
exhausting time because man¬ 
agement has to run the busi¬ 
ness while conducting negotia¬ 
tions. Once the deal is struck 
managers can concentrate on 
the business. They are then 
likely to find that running a 
completely Independent com¬ 
pany without bead office to 
rely on for support requires a 
new set of management skills. 
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Specialist legal advisers to 
MBO Teams for over a decade 


For our MBO brochure contact: Peter Carter 

79 New Cavendish Street, London W1M 8AQ 
Tel: 071 637 8566 Fax: 071 436 6088 
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European Finance and Investment: Belgium 


SECTION IV 

Business wants to attract outside 
investment and yet retain a degree 
of national management autonomy. 
This is a perennial dilemma for 
Belgium, which is certain to be at 
the core of the European single 
market, writes Andrew Hili _ 

Keeping in 
the fast lane 


Thursday December 3 1992 


ELGIUM is inexorably 
moving towards eco¬ 
nomic and monetary 
union with its neighbours - 
Maastricht treaty or no Maas¬ 
tricht treaty. 

EC-wide approval of Maas¬ 
tricht would of course profit a 
small country like Belgium, 
but if ratification cannot be 
achieved and a two-speed eco¬ 
nomic Europe is the only alter¬ 
native, Mr Philippe Maystadt, 
the country’s finance minister, 
says Belgium will be in the fast 

lane . 

“We export 75 per cent [of 
total exports] to our partners 
In the European Community, 
and 60 per cent towards our 
three direct neighbours,” he 
says. “It is essential for Bel¬ 
gium to be in the game group 
as Germany, France and the 
Netherlands.” 

It was Mr. Maystadt who 
decided to tie the Belgian franc 
to the D-Mark in June 1990, a 
policy acclaimed by both the 
IMF and OECD in recent 
reports on the Belgian econ¬ 
omy. 

“In a way, we have already 
lost our sovereignty, at least in 
the monetary field," be admits. 
“We see monetary union as a 
way to recover collectively that 
sovereignty. At least in a Euro¬ 
pean central bank we would 
have something to say. Today 
[when the Bundesbank makes 
monetary decisions which 
affect the Belgian economy] we 
have no say.” 

With or without the treaty, 
Mr Maystadt says Belgium 
must continue to aim for the 
Emu criteria - in particular, 
the strict requirement to bring 
the country’s large budget defi¬ 
cit down to 3 per cent of gross 
national product by 1996. 

For the long-term outside 
investor in Belgium, such 
determination must be good 
news, ft means that, geographi¬ 
cally and politically, Belgium 


is certain to be at the core of 
the European single market 

Recent events have shown 
the value of this strategy - 
particularly links with the 
D-Mark. Mr Marcel Cockaerts, 
chairman of Erediethank, one 
of Belgium's three largest 
banks, points out that the Bel¬ 
gian franc stayed firm amid 
September's European cur¬ 
rency turmoil, and at one point 
was even stronger than the 
D-Mark. 

“To step back from [the pol¬ 
icy of shadowing the D-Mark] 
would HiMn the loss of our 
credibility for the next 100 
years,” he warns. 

However, In spile of this sta¬ 
ble foundation, the govern¬ 
ment must overcome a number 
of short-term domestic hurdles 
before it can test. 

The centre-left coalition - 
formed in March - has intro¬ 
duced rigorous 1993 budget 
measures aimed at bringing 
the budget deficit down to 5.2 
per cent of GNP by the end of 
next year. That compares with 
6 l 3 per cant for 1991 and a fore¬ 
cast 5 j 9 per cent for the end of 
this year. 

But whether the government 
has the political clout to keep 
to this line largely depends on 
the parallel attempt to push 
through long-awaited constitu¬ 
tional reform. 

This package would devolve 
more powers, including finan¬ 
cial responsibilities, to Bel¬ 
gium’s regions and Bngntette 
communities. The latest signs 
are that the government will 
be able to win the two-thirds 
majority it requires in parlia¬ 
ment for such refrain, albeit 
narrowly. Approval would 
immeasurably strengthen the 
government - and its eco¬ 
nomic policy. 

Where does that leave the 
humble investor or business in 
Belgium? 

Analysts say the political 
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turmoil - as always In Bel¬ 
gium - has made little differ¬ 
ence to business. Most Belgian 
companies remain in the dot 
drums, becalmed by the same 
economic downturn that is 
hampering their counter- parts 
in the rest of Europe. 

Few forecasters predict GNP 
growth of more than L6 per 
cent this year, and 2 par cent 
□ext year. The average forecast 
is more like 1.4 or 1.5 per cent 
for 1992. Since 1990, annual 
investment growth has slowed 
down from 12 or 13 per cent to 
less than 3 per cent 

Mr Jan Herremans, director 
of the economic department at 
the Federation des Entreprises 
de Belgique (FEB), says that 
orders from overseas are very 
low and there is little sign of 
improvement this year or in 
the first half of 1993. 

Domestically, according to a 
recent report from Namur 
Assurances du Cr&fit, Belgian 
CT»mpfritoa are suffering from 
the diminishing profitability of 
capital stock, high interest 
rates and the general drop in 
profits. As a result, the Belgian 
credit insurer expects bank¬ 
ruptcies this year to exceed 
5,000 for the first Hm*» Com¬ 
pany failures, Namur says, 
have increased by 26.7 per cent 
against 1991 in the third quar¬ 
ter alcme. 

The gloom is reflected in the 
stock market, where most 
industrial stocks which domi¬ 
nate the Brussels bourse are 


still bumping along the bottom 
of their cycle. 

Exceptions include the Bel¬ 
gian banks, buoyed up by take¬ 
over news and ripe for ration¬ 
alisation. Analysts admit it Is 
not clear bow such changes 
will come about. The social 
ami financial cost of a merger 
between the big players - 
each of which has a branch on 
every Belgian high street - 
would be too great to counte¬ 
nance. 

onetheless, it is obvi¬ 
ous that banks which 
continue to concen¬ 
trate on the Belgian market 
are not going to prosper once 
internal EC frontiers come 
down. 

One possible route is take¬ 
over from outside Belgium, or 
cooper- atton with other finan¬ 
cial institutions. For example, 
Banque Bruxelles Lambert 
(BBL). another of the Belgian 
big three banks, has been 
courted recently by Internatio¬ 
nale Nederlanden Groep, the 
Dutch banking and insurance 
group. A bid and co-operation 
in the lucrative “bancassur¬ 
ance" field was under consider¬ 
ation. 

BBL’s announcement 10 days 
ago that the bid would not take 
(dace has spared Belgian busi¬ 
ness further heart-searching 
about one of the country's 
perennial dilemmas: how to 
attract outside investment and 
yet ensure that Belgian compa- 


Andrew Hill profiles the finance minister 

Maystadt faces the greatest 
challenge of his career 


DURING AN almost 
uninterrupted 13-year period in 
government, Mr Philippe 
Maystadt has headed each of 
Belgium's three money 
ministries - budget, economic 
affairs and. since 1988, the top 
job of finance. 

In 1990, aged only 42 and jnst 
two years into his term in 
office, he was named Finance 
Minister of the Year by 
Euromoney magazine. The 
award - which he character¬ 
istically described at the time 
as an accolade for the ministry 
team, not for him alone - was 
based on the series of financial 
reforms which he had helped 
put in place. 

He is justifiably proud of 
those achievements. In part¬ 
icular, he claims to have 
changed “the rules of the 
game" for takeovers, to 
prevent a repeat of the clan¬ 
destine stake-building through 
which Mr Carlo De Benedetti 
nearly gained control of 
Sori£t£ Gendrale de Belgique. 
Belgium's largest holding 
company, five years ago. 

Now that the smoke has 
cleared away from Be l gi um 's 
“big bang”, it is obvious that, 
in some cases, the noise was 
greater than the actual 
changes wrought. Recession 

has held back some of 
Belgium's flwanrial markets. In 

particular, the Brussels stock 
exchange does not yet compete 
with larger European markets 
in the way In which Mr 
Maystadt mi g ht have hoped, 
and the embryonic futures and 
options exchange has not yet 
taken off. 

On the other hand, Mr 
Maystadt's policy of li nkin g 
Belgium’s currency firmly to 
the-. Deutsche Mark has 
certainly paid off. both in 
terms of general investor 
confidence, and in the 
government bond market, 
whpr& hp.Tnerl tav oarallei 
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PMDppe Maystadt: “We have no 
Lon verytt ce programme” 


reforms of the market itself, 
Mr Maystadt has had no 
difficulty In overfunding the 
government deficit in 
successive years. 

Now, however, he feces the 
greatest challenges of his 
career, at home and abroad. 
Within Belgium, as a member 
of Mr Jean-Luc Dehaene’s 
shaky centre-left coalition, he 
must convince fellow citizens 
that a stringent economic 
policy is essential to their 


we hew to go on with the 
(photograph by Terry Kirk) 


future well-being. At the same 
time, he must seek ways of 
reviving the run-down 
industrial areas of Belgium - 
iTirinifing Charleroi, where he 
was brought up - and making 
them attractive to outside 
investors. 

As a francophone Social 
Christian, Mi Maystadt speaks 
with the same political voice as 
Mr Dehaene, a Flemish 
Christian Democrat. If the 
government falls,, or goes soft 


under domestic political 
pressure, then the risk is that 
the budget deficit will 
“snowball” out of control, and 
Belgium will miss the first 
train to European monetary 
union (Emu). 

In feet, Belgium’s European 
and domestic economic 
ambitions are identical. Mr 
Maystadt believes it is 
"essential” that his country is 
in the «m» Emu group as the 
Netherlands, France and 
Germany. In addition, the Emu 
target figure of a budget deficit 
of 3 per cent of gross domestic 
product “corresponds exactly 
to what is needed in Belgium 
to get rid of the snowball 
effect”. In that sense, says Mr 
Maystadt, the Maastricht 
treaty Is only “one more good 
reason” for reducing the 
country’s budget deficit 

Parliamentary approval of 
the parallel constitutional 
reform programme - which 
devolves more powers to 
Belgium’s regions and lang¬ 
uage communities - will 
strengthen Mr Maystadt's 
hand. The government has 
already had to revise its orig¬ 
inal 1993 budget plans - critic¬ 
ised as too soft by economic 
analysts - to take account of 
slipping growth forecasts. 

According to Mr Maystadt, 
who fronts his country’s 
economic policy in the EC, 
those adjustments have been 
welcomed by Belgium's 
Community partners. Critic¬ 
ised in the past for a lack of 
political courage, he is sore 
that the country can make it 
into the promised land of 
monetary union. 

“We really have no choice: 
we have to go on with the 
convergence programme even 
% the Maastricht treaty is not 
ratified, because that is the 
only way to cut the snowball 
effect definitively. We are 
determined to go on,” he says. 


ntes retain a certain national 
management autonomy. 

Mr Cockaerts of Krediet- 
bank, for example, says he 
would consider it “an Impover¬ 
ishment of tbe whole of Bel¬ 
gium” if too many great Bel¬ 
gian names were lost to foreign 
buyers. 

Abandonment of the 1NG/ 
BBL deal will not kill this 
highly political issue. It is 
bound to come to a head when 
the government - bent on pri¬ 
vatisation - announces the 
first sales of state-owned enter¬ 
prises before Christmas. 

In the context of the 
longstanding tension between 
French- and FLemish-speakers 
in Belgium, this is not just a 
question of national pride. For 
example, the government of 
Flemish-speaking Flanders is 
already expressing its concern 
that the state might favour 
sales to francophone buyers. 

In reality, however, there is 
little that can be done to pre¬ 
vent foreigners buying into 


Belgium - and indeed there is 
little that tbe government 
wants to do. 

Belgian business can only 
lament that after the war. 
when other countries were 
building up national champi¬ 
ons through restrictive share 
structures and general protec¬ 
tionism, a job-starved Belgium 
was opening Its borders and 
boardrooms to all-comers. 

It was perhaps a case, agrees 
Mr Jean Peterbroeck. the dis¬ 
tinguished broker who heads 
the Brussels bourse, of too 
much free trade, too soon. 

More optimistically, how¬ 
ever, it is now an indication of 
the continuing attractiveness 
of Belgium to foreign inves¬ 
tors, in spite of the downturn. 

The government has done its 
best to maintain the incentive 
for inward investment, by pur¬ 
suing its successful “co-ordina¬ 
tion centres” initiative - tax 
breaks for multinationals 
which establish administrative 
headquarters in Belgium. 


At the same time, Belgium's 
regions - Flanders, French- 
speaking Wailonia and Brus¬ 
sels itself - play an important 
role in attracting investment, 
as befits a country which will 
formally become a federal state 
if constitutional reform is 
approved. 

Mr Georges Walckiers, who 
heads BBL's corporate finance 
department, warns potential 
investors against reading too 
much into the unduly gloomy 
picture of a Belgium saddled 
with large debts and riven by 
regional strife. 

If Belgians were asked to be 
frank about their country's 
attractions, Mr Walckiers sug¬ 
gests they might quote Talleyr¬ 
and. 

Asked what he thought of 
hims elf, the French statesman 
replied: “Tres pen quand je me 
oonsidere. beaucoup quand je 
me compare" - not much 
when I consider myself, but a 
great deal when I compare 
myself to others. 


(photoglyphs Py Ray Roberts) 
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privileges 
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government reforms 
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Belgian 

businessmen 

just 

can 't wait 


for the week-ends: 


Every day; La Libre Bdgique, the opinion leader newspaper 
in French speaking Belgium, brings its readers quality 
economic and financial information. And every Saturday 
it publishes a supplement called La Libre Entreprise. 
Investigations, analysis, interviews and a top-level 

appointments section... La Libre Entreprise is 
the most important rendez-vous in the 
Belgian business world. 
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The privatisation bandwagon has finally arrived, reports Andrew Hill 

■ «■ 

State asset sales may ease deficit 


as 







The post office may not be ready yet for tha private sector 


ERCHANT banks and 
brokers are licking 
tbeir lips, potential 
buyers are readying their 
cheque-books, and politicians 
are sharpening their 
ideological oratory: the 
privatisation bandwagon has 
finally rolled into Brussels. 

Its arrival is not a surprise - 
the last government passed a 
law in March 1991 permitting 
sales of public assets - but it 
is ahead of the original 
schedule and far more heavily 
laden than most observers 
expected. 

A year ago, privatisation was 
hardly discussed in political 
circles. That was natural. 
Belgium's political 
establishment, still reeling 
from a confused protest vote in 
the November general election, 
had better things to think 
about. Even in March, when 
Hill Samuel, the British 
merchant bank, and Brussels- 
based Petercam Securities 
produced a valuation of state 
enterprises, the chances of a 
sell-off beginning before the 
end of the year seemed slim. 

But Mr Philippe Maystadt, 
the Belgian finance minister, 
has been considering a 
preliminary list of mainly 
financial institutions which 
could be privatised. He 
indicated to the Financial 
Times early in November that 
one of those companies could 


be selected for an early sale, to 
test the water before 
Christmas. 

The new centre-left coalition, 
which was put in place only in 
March, has moved East, and the 
main reason Is money. In an 
interview with the FT in June, 
Mr Jean-Luc Dehaene, the 
Flemish Christian Democrat 
prime minister, tentatively 
suggested that privatisation 
might be considered as a way 
of easing Belgium's large 
budget deficit - the principal 
obstacle to the country joining 
the first wave of EC member 
states in economic and 
monetary union. 

In July, the government 
promised a BFrSObn (£lbn) 
four-year privatisation 
programme as part of its 
budget for 1993. But in 
October, the worsening 
European economic situation 
obliged the government to 
adjust next year's budget to 
cover a likely shortfall of 
BFr21.8bn. Privatisation will 
bridge half that gap. The 
government has increased its 
target for next year’s sell-off 
proceeds from BFrl5bn to 
BFr25bn. A further tranche of 
BFrl5bn will be raised in 1994, 
and then BFrlObn in each of 
the next two years. 

Meanwhile, the politicians 
have stepped up the ideological 
argument. Shortly after the 
supplementary budget 


measures were presented, Mr 
Dehaene told an investment 
seminar in Brussels that it 
would be a no-holds-barred 
privatisation programme - 
despite the strictures of the 
1991 legislation which 
indicated that at least 50 per 
cent of public enterprises 
should remain In state 
ownership. 

The prime minister said that 
the committee of “four wise 
men”, appointed to investigate 
the possibilities for 
privatisation, had been given a 
very wide mandate. “No 
possibility should be excluded, 
either in the selection of assets 
to be sold, the identity of the 
buyer, or the size of the 
shareholding for sale," he told 
the seminar. 

The speech upset Mr 
Dehaeue’s socialist coalition 
partners. Mr Guy Coeme, the 
deputy prime minister, who is 
also responsible for public 
enterprises, hit back a day 
later, arguing that the prime 
minister's comments did not 
reflect the government’s 
position. 

Amid all this excitement, Mr 
Maystadt - a French-speaking 
Social Christian, and therefore 
in the same political camp as 
Mr Dehaene - remains calm. 
For one tiling, he argues that 
the state needs the money, and 
that if politicians do not like 
the idea of privatisation then 


they may have to settle for 
further unpopular -cuts in 
public spending; “If you put 
the matter on the theoretical 
level then of course there are 
differences of opinion." he 
says. “But I’m sure that when 
we come up with concrete 
proposals, we will overcome all 
ideological difficulties.” 

As for the question of selling 
off more than 50 per .cent of 
state enterprises, Mr Maystadt 
concedes that in some sensitive 
areas - including energy and 
railways - the state might 
retain control through a 
“golden, share”: but he adds: “Zf 
it appears that we can get a 
better deal and we are able to 
sell our participation on better 
terms if we allow control by a 
newcomer, then why not?” 

In fact, the government does 
not have much family silver to 
sell partly because it never 
had a strong nationalisation 
policy, partly because some 
publicly-owned enterprises 
belong to regional community 
or municipal administrations 
rather than the central 
government 

The Petercam/Hill Samuel 
report estimated that a range 
of industrial and financial 
enterprises could raise up to 
BFrSISbn if all the shares held 
by the state were sold. That 
would take time. Large state 
industrial and commercial 
companies like Belgacom, the 


telecommunications group, the 
state railway and the post 
office are only in the first 
stages of conversion to a new 
management philosophy; 
aimed at transforming 
bureaucracies into, private 
sector businesses. 

Analysts believe the 
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Jean-Luc Dehaene: his speech 
upset coalition partners 

preliminary list will be more 
modest. It is likely to include 
stakes in financial institutions 
such as the Caisse Generate 
d'Epargue et de Retraite 
(CGER), the Society Nationals 
de Credit a Industrie (SNC1) 
- some shares in which are 
already listed on the Brussels 
bourse - and the Societe 
Nationale d'Investissement 
(SNI). Shares in Distrigaz,. a 
natural gas utility, may also be 
earmarked for sale. 


The government says the 
terms of the sale will be 
decided on a case-by-case basis, 
but for the time being it seems 
unlikely that major public flo¬ 
tations will be considered until 
larger state enterprises such as 
Belgacom are ready for privati¬ 
sation in two to three years’ 
time. Finance ministry officials 
argue that the capacity of the 
Brussels bourse is too modest 
to cope with a large influx of 
new shares. 

If Belgium does go down the 
route of sales to specific buy¬ 
ers, rather than the British- 
style public flotation, those 
with a stake in the future of 
the bourse are likely to be dis¬ 
appointed. . - •. 

“I think it's in the Belgian 
interest to do this in the Brit¬ 
ish way, especially as we have 
a [stock] market with much 
more depth than, say, Italy," 
says Mr Alain Gamu, manag¬ 
ing director of Petercam and a 
director of Hill Samuel. “There 
have been so many companies 
leaving the stock exchange 
that we would love to take a 
good chunk [of the sell-off]." 

Uncertainty about exactly 
how the Belgian government 
will achieve its HFHObn target 
does not seem to have deterred 
potential investors. According 
to the finance ministry, many 
tentative approaches have 
already been made by potential 
buyers from inside and outside 
Belgium; and London-based 
advisers, starved of privatisa¬ 
tion'business at home, have 
been filling Mr Maystadfs in- 
tray with inquiries. The first 
sale prospectus is eagerly 
awaited. 
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Banque Bruxelles Lambert, one of Hie country’s three leading banks, is no longer facing a bid from Internationale Nederianden Groep 


Hag carrier nationalism: Sabena has bad to.be.baHed out 


B ELGIUM operates one 
of the most open 
economies in Europe, 
and yet has a reputation for 
being sensitive about foreign 
hands getting near its 
corporate crown jewels. 

The psychological starting 
point for this concern was the 
unexpected and predatory raid 
on Societe Generate de 
Beigiqne, Belgium’s largest 
holding company, launched by 
Mr Carlo De Benedetti, the 
Italian financier in 1988. Its 
latest benchmark was the 
planned bid for Banque 
Bruxelles Lambert (BBL), one 
of Belgium’s three leading 
banks, by Internationale 
Nederianden Groep (ING), the 
Dutch banking and insurance 
company. 

Discussion of this topic is 
nsnally peppered liberally 
with reference to the need for 
an “ancrage Beige" - an 
anchor of Belgian control over 
Its manufacturing base and 
financial resources, to ensnre 
that corporate strategy and 
economic development are 
designed at home rather than 
abroad. 

As in most EC countries, a 
distinction is made between 
foreign investment (invariably 
welcome) and takeovers by 
foreign companies - to be 
regarded with suspicion. 

But in practice, as opposed 
to the debate, there is little 
resistance to outside 
encroachment among 
Belgium's business elite, and 
little more than faint regret 
among government 


David Gardner looks at prospects for foreign predators 

Grip remains tight on crown jewels 


policy-makers. 

“I think it's unrealistic to 
think that we could prevent 
the sale of Belgian assets," 
says Mr Phillipe Maystadt. 
Belgium's highly-regarded 
finance minister. “We are 
Interested In a European mar¬ 
ket, so there are some roles we 
have to apply. The European 
single market doesn't allow us 
to prohibit sellers and buyers 
from other members of the EC. 

“To put it another way,” he 
adds, “in the period 1985-90 
there were 222 sales of Belgian 
assets. Of these 59 went to 
French companies, 57 to Dutch 
companies and 28 to British 
companies. Most of them, 
indeed, are sales to European 
companies, and in fact to 
neighbours. We have no way 
to prevent that, and there may 
be no desire to prevent that.” 

If there were, It would be a 
bit late to start. 

Belgium is a small country 
which relies on Its open econ¬ 
omy, good ports and Infra¬ 
structure, and high productiv¬ 
ity, to earn a much better than 
average living in the interna¬ 
tional marketplace. According 
to Generate de fianque, Bel¬ 
gium exports per capita twice 
as much as Germany, and five 
times as much as Japan. 

From the 1960s onwards it 
has turned Itself progressively 
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Gerard MestraHet: punctiliously 
observed local sensitivities 

into an attractive base frum 
which multinationals can 
serve the European market. As 
a consequence. 32 per cent of 
Belgium's top 3.100 companies 
are owned by foreign interests, 
according to a University of 
Louvain study. The Luuvain 
analysis points out. moreover, 
that this greatly understates 


BELGIAN "cy-nrdi nation 
centres" will be 10 years old on 
December Si. That was the day 
in 1902. when the governni-.-m 
- endowed with special pow¬ 
ers to cope with the growing 
economic crisk • authorised 
tax-breaks for •'i.>mji.'tnie.s oper 
ating certain financial and 
management services out of 
Belgium. 

If there is a birthday party, it 
could be 0 partii'iili-rly 
crowded one. As of February 
this year, there were some 293 
co-ordination centres in Bel¬ 
gium. employing S,v,o i»* .pic 
and total capital of BFr.wjbn 
(£lSbn). The corporations 
involved includi- i.Iumlyear. 
General Motors and IBM; while 
a number of Boigwn rnmp.ulies 
with international ininrestv 
have also found it worthwhile 
to spin off some of their activi¬ 
ties and form co-ordination 
centres. 

Mr Philippe Mavst.uti. the 
finance minister, smite"-- ai the 
idea that the concept* » .?i!uie 
may have diminished over the 
past dorado. In fact, hr- In* 


the position, since these multi¬ 
nationals account for 43.5 per 
cent of total added value gen¬ 
erated in Belgium. 

Yet familiarity and ease 
with foreign investors did not 
prepare Belgium's tightly-knit 
corporate clans for the De 
Benedetti attempt to take over 
La Generate. Part of the rea¬ 
son was sheer lack of exposure 
to corporate raiding. 

When Mr De Benedetti made 
hjs move. Belgian business 
bad experienced only one real 
assault from abroad. Groupe 
Bruxelles Lambert (GBL1. Bel¬ 
gium's second largest bolding 
company, in 1987 saw off a 
hostile bid by Axa of France 
for Royale Beige, Belgium's 
second-biggest insurance 
group- To do so. however, it 
had to combine forces with 
Union des Assurances de 
Paris, another Frencb group. 

The following year, La Gen¬ 
erate was finally rescued by a 
French “white knight”, the 
Compagnie de Suez conglomer¬ 
ate. By last year, the French 
had sent in one of its top exec¬ 


utives, Mr Gerard MestraHet, 
to get a grip on the sprawling 
holding, leading to tears that 
decision-making would shift 
from Brussels to Paris. 

However, Mr MestraHet has 
punctiliously observed local 
form and sensitivities. In a 
way that some La Generate 
executives felt Mr De Bene¬ 
detti would not have done. For 
instance, he delivered part of 
his first presentation of 
annual results In Flemish, 
which he set about learning. 

This is more than anecdotal 
in a country constantly beset 
by rivalries between the 
French and Dutch-speaking 
communities. But it is, never¬ 
theless. hard-headed business 
logic that takes precedence. 
What was remarkable about 
the near-paranoia unleashed 
in 1988 about La Generate fall¬ 
ing under outside control was 
how quickly It subsided. Mr 
Maystadt says the tears “have 
not completely died, but, I 
repeat, we have ao choice. We 
are a member of the EC and 
part of the single market, and 
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Carlo De Benedettfc.pfMfatory fc 
raid that (ailed 

■ # ■ ■ 

we are a small country.”: 

Subsequently, leading .Bel¬ 
gian companies such as .Sol- 
vay, the chemicals . group,* 
moved fast to ping the glaring 
gaps in their defences exposed 
by Mr De Benedetti - ^ who 
had secretly amassed a nearly 
18 per cent stake in La Gdtter-- 
ate before revealing his band , 1 


But this was logical protection 
against any form of. hostile 

- takeover, more than an asser¬ 
tion of specifically Belgian 
control; 

The search by Sabeiaa, the 
troubled national airline, for a 
foreign partner provides 
another example. Reglonalist 
rivalries ..surfaced J ; among 
-employees during 1990’s abor¬ 
tive link-up wfth-ELM, the 
Dutch, carrier, and. .when Air 
France acquired a chunk of 
Sabena equity after the Bel-: 
giah government refloated the 
airline. - : 

The “ancrage Belge’V argu¬ 
ment was plausibly fanned 
because the Belgian state led 
the Slbn ball-ont,in wlut 
looked to be stxaightfiurward,- 
Oag carrier' -nationalisms 
Senior officials In this debt- 
strapped-: government under- - 

lined, however, that it would 

have been more expensive to 
close Sabena than T torefloat it, 
mainly because ofcostiysocia] 
transfers to Us 124W0 workers. 

- In the event, ING’s proposed 
takeover of BBL' will- not- 


. (photograph by Glyn Geniii) ' 1^ rf ii:e be::e» 

fefcito appojBsj 

resolve thc issue. Ten days 
. ago, BBL announced the bid “Use 

plans had been scuppered by . 1 *TRl by the 
differences over the price to be and th 6 r>*r^ V:'; 

- offered. However, the basic ^^ it offers a '-w-r l 

idea of a merger to set up a . i'Jfilitstrated arr- 
“big player" group on the AUfi- ^'s histc^ ,-T 4 *”*;' 

sefling insurance and banking A L 

services throughout the Bene- nr 

lux countries through an lute- 

grated network, had a logic n er - G . ?* 

and appeal to BBL’s manage- ^ led 3 c * 

meut which has added feel-to A" ^ tv - 

the discussion. . 

The bank’s main share- fe«h » “, etWe£1 = a 

bolder,, the entrepreneur Mr 
Albert Frere, chairman and i. e,c 

managing director of GBL, is ' W^ 5 b^,. but an 

thought to favour a link-up- li:? 

with Credit Communal, ^ the ^rprisin-iv 

credit institution jointly where 

owned by an Belgium's prov- -«** 

. luces and mrmld^paUties. That 

- Idea - an ancrage as Beige as ’ ; ’?e ^ 

-. yon could get - could 1 how ctjS 

become a reality, despite_*os- - . a hr,a ?' 

pteions that it was merely a = 

.. tactical flirtation, aimed at Dehae»-p 

jaridng up tbe ING offer price. tSS®' and thl 

Mr Maystadt told the FT ~ ma^ 

■ before the outcome of the ING- - -VT 68 !- It mlv, ■ ^ 

■ BBL WtawMknown flat H» 

. government had no Intention . 
of preventing u Dutch take-. - - c,w 

over, but -would prefer that VIS iTSu 

■ BKL remains in. so-called Bel-' ^isjn^ u r ^nau- 

gten; hands”. Now it looks as * 7 *^ as a fctl- 

though he may get exactly, V® “f a 5 ih* 
what he wanted all along, :. ^ CI3Ei 

■ V? iiSS? nSiX, 

. changes - wMch ! allow i 
eriating centres to apply-for . • T ’S^eniih D :f 0?a the 
reneWal of their status for a: Cf ifeb; v 

furtoerjlO- years -. have not : «^%ihiu, nd 
. reduced the basic Chanda] -. 1 N 4 ^ ft-.- 

attractions of Hie .concept: For * . for 

example, .tbe.-bokUng HQ ca* - 
.. borrow runds; from, .the 1 . iJLvL ? 11 be 
co-ordination -centre td buy- ^ and 

■ shares: the borrowing charges ■ •. oih, 6 » 

. relating.. r to. ; the purchase of.-. : - 

shares are tax-deduclfote trader - 
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Co-or dination centres have not lo st th eir allure after 10 years 
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Tax privileges still on offer 


recently made a number of 
technical amendments to the 
original legislation, because, 
“it was really too attractive." 
h'- says. “Even after those 
adjustments, it is still attrac¬ 
tive. as you can see from the 
number of inquiries I get.” 

The basic attraction of the 
co urdination centre is that it 
allows the multinational to 
make cost savings, by shield¬ 
ing centralised management 
activities from income tax. 
Centres are also exempt from 
tax on initial capital or capital 
increases, and from real-estate 
tax. 

As the Belgian finance minis¬ 
try points out, in its brochure 
on the centres scheme: "{The 
legislation] allows a broad 
range of sophisticated intra- 
griuip financing operations to 


be carried out in a virtually 
tax-free environment" 

The co-ordination centre con¬ 
cept is not specifically aimed at 
encouraging the establishment 
of international holding com¬ 
panies on Belgian territory. 
Separate fiscal attractions help 
Belgium compete with nelgh- 


The co-ordination centre is not specifically aimed 
at encouraging multinationals to set: up in the 
country. Separate fiscal attractions help Belgium 
compete with Luxembourg and the Netherlands 


other company. . 

In addition, the ' centres’-, 
activities are - carefully.- 
restricted. For example, they: 
cannot sell accounting services 
outside the group to 
they belong, but they can do 
the accounts for affiliated 1 cqm-~ 
panies, and charge for it Lass-: 


homing Luxembourg and the 
Netherlands in that area - for 
example, under general Bel¬ 
gian rules, dividends received 
are 95 per cent tax-exempt But 
the legislation on co-ordination 
centres stipulates that the cen¬ 
tres cannot hold shares in any 


ing, factoring,' retuvoldng and- 
financing can be done from tho , 
centre, as . can insurance, 
research,. .puMteity . and inter-', 
mation, date-processing and 
advertising. . . 

The list is not exhaustive: all. 
co-ordination centra prepottds 




have to bfi: yetted by the Bet 
gten authorities. which coHabo- 
rafe, with potential investors to 
tailor a: centre to tite multiiter- 
: -tibnals* deeds.. 

• Apart from anything- else,' 
the scheme was fortuitously 
limed, coinciding*; with the 
rapid growth in Brussels’ 

: political influence. As Mr 
Julian GlivOr, of American 
Express Burqpe, which was In- 
; the first wave of competes to' 
set up' co-ordination centres: 
points, out,-. tax-breaks atone 
are n<rt responsible’-for the" 
idea's : success:; ^Brussels' -Is 
geographically close to the 
lndustrial:hearttend of Eiatgte:' 
and obviousiy iPs-the poUtical 

- capital bf Europe;^ . 
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Impact of ‘little band’ is slightly muted 


r- 


*» 

• •• 




■-.f» •, Vlw 

K J;u 

• M .. ' ■ .. ■>* 

■ • n - i •- O 

'V ■ 

•; ■ - . ".j 

- •» -■ i 

" J H-OS: 


■ >. . - 1; 

* ‘ ;» . . 'TI 

; ‘=J; lit 

-• J* . 

■ ■I i b "■! ‘w * \ fjt 

W* l ■**. m 

■ ... " 


Choice shrinks 
for investors 
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THE Brussels stock market has 
been hit, like most world mar¬ 
kets, by the downturn in the 
global economy. 

Alas for Belgium's stock¬ 
broking community, liberalisa¬ 
tion coincided with that slump 
in volume. Consequently - as 
everybody from the president 
of the bourse downwards is 
prepared to admit - changes 
to the broking system and 
improvements in the structure 
of Belgian commissions have 
had only a limited effect. 

This year will be more profit¬ 
able than last, but Brussels, 
hampered by illiquidity and a 
limited range of domestic 
stocks, still struggles against 
more active European rivals. 

Mr Jean Peterbroeck, the 
bonne president, says part of 
the reason is that the govern¬ 
ment gave the bond market a 
leg-up In the same series of 
reforms by reducing withhold¬ 
ing tax on fixed interest finan¬ 
cial instruments from 25 to 10 
per cent. Combined with the 
turbulence of European stock 
markets, that made bonds 
much more attractive than 
equities for traditionally cau¬ 
tious Belgian investors. 

At the same time, he claims 
that large Belgian banks did 
not act on their promises to 
invest heavily in stockbroking 
operations. The delay in imple¬ 
menting a Belgian futures and 
options exchange has also held 
back the market, and Mr Peter¬ 
broeck continues to fight for 
the abolition of the tax on 
stock market turnover, which 


penalises investors up to 
BFrl0,000 for each transaction. 

There is little the bourse can 
do to cope with more lasting 
structural impediments to 
growth of the exchange. In 
1950, for example, there were 
some 550 Belgian stocks quoted 
on the exchange; in 1992 there 
are just 170. They are larger 
companies, formed from merg¬ 
ers, but the investment choice 
looks restrictive to buyers who 
are used to the British or Ger¬ 
man exchanges. 

The gradual shrinkage is 
continuing: for example, had 
Banque Bruxelles Lambert 
been swallowed up by the 
Dutch financial services com¬ 
pany Internationale Neder- 
landen Groep, then the bourse, 
while benefiting from the 
short-term takeover excite¬ 
ment, would have lost one or 
its most heavily-traded and 
best-known stocks. 

In the long term, flotation of 
publicly-owned companies may 
help increase the liquidity of 
the market, although the first 
wave of privatisation is likely 
to Involve sales to single buy¬ 
ers rather than British-style 
share oilers. Brokers are also 
trying to persuade family com¬ 
panies - for example, the own¬ 
ers of the Stella Artois beer 
brand - to float some of their 
shares on the exchange and 
excite new investor interest 

For the future, like other EC 
stock exchanges, Brussels has 
work to do to implement 
changes Introduced by EC 
directives on investment ser- 


Belgium's "little bang"— the government reforms which came into force at the 
beginning of last year — was supposed to energise the Belgian financial 
markets. But external events conspired to undermine some of the 
effects of the programme. Whether it can yet be counted a complete 
success depends, to an extent, on which sector of the financial 
markets one looks at. Below, ANDREW HILL considers its effect on the 
stock market, futures and options and the bond and money markets 
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vices. In particular, the Belgian 
exchange will try change to a 
London-style market-making 
system by early 1995. Mr Peter¬ 
broeck fears the costs associ¬ 
ated with introducing such a 
system might drive more small 
brokers out of the market, 
although he hopes to collabo¬ 
rate with other EC exchanges 
to ease the burden. 

Even if he seems unhappy 
about the administrative 


changes involved, the bourse 
president agrees that in gen¬ 
eral a single European market 
will be good news - it was, 
after all, what the 1991 reforms 
were partly meant to prepare 
for. "Belgium can only gain. 
Belgian investors have already 
invested a lot outside the coun¬ 
try - but outside investors 
have not spent very much in 
Belgium. The possibilities are 
great," says Mr Peterbroeck. 



Hie Belgian stock exchange, which wlU try to change to London-style 
market-making by 1995 (photograph by Ashley Ash wood) 


Bond market becomes attractive 
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THE bond and money markets 
were the success story of the 
wide-ranging financial reforms. 
The state reduced withholding 
tax on new fixed yield 
securities, tied the Belgian 
franc to the D-Mark, and, later, 
reformed the money market, 
and gave a kick-start to the 
market in linear braids (which 
are known as OLOs). 

. The result has been a 
reduction in interest rate 
differentials between Germany 
and Belgium, and active 
primary and secondary 
markets in government debt 
instruments and treasury bills. 


In the secondary market, total 
transactions in OLOs averaged 
BFr25bn daily between the 
beginning of 1891 and mid-1992, 
and BFiSObn in treasury bills. 

On a recent finance ministry 
mission to Asia, investors 
complained about the lack of 
liquidity in Belgian bonds 
during their morning trading 
period - an indication, say 
Belgian officials, of the 
growing attractiveness of these 
instruments to international 
investors. 

Domestically, debt costs for 
the Belgian state have been 
reduced, and the investor now 


has a much wider choice of 
instruments. 

The reform is not over. Since 
October, primary dealers in 
OLOs have been able to “strip" 
the long-term 2007 linear 
bonds, allowing principal and 
coupon to be dealt separately 
- adding Belgium to France 
and the US as the only 
countries in the world which 
offer such a facility. 

The government also wants 
to diversify the market by 
allowing securitisation of 
government. debt and 
encouraging the corporate 
bond market, an area where 
Belgium has always lost out to 
Luxembourg with its 
combination of tax breaks and 
banking expertise. 


The key, according to 
Belgian officials, is to attract 
issuers to the market, and to 
that end, a draft law aims to 
cut the upfront cost of issuing 
corporate bonds, ft will also 
extend to corporate bonds the 
complex book-entry clearing 
system used for OLOs. 

This would allow Belgian 
corporations and non-Belgian 
holders of bearer bonds - 
usually difficult to identify for 
tax purposes - to benefit from 
their exemption from 
withholding tax on such 
instruments. 

Officials hope the framework 
for such a system will be In 
place by the middle of next 
year. 


FUTURES and optiuiis have 
had a slow start in Belgium. 
Belfox, the new futures and 
uptions exchange, was sup- 
]X3slh1 to open tor business in 
May or June 1991. As it was. 
dealers did not start buying 
ami selling futures until 
December fi, and the options 
market was launched only six 
months ago. 

Getting the British-designed 
computer system up and 
running efficiently was the 
main problem, according to Mr 
llemi Vermeiren, chairman of 

the Brussels based exchange. 
“The delay eaused :i lot of 
negative elements - financial¬ 
ly, psychologically and for the 
image of Belfox in the market.” 
he says. "It also absorbed a lot 
of management time." 

Even noiv. with the 
computer problems largely 
ironed out, the market is small. 
Two uptiuns are trailed - on 
Belgian retailer Delhaize. and 
on Pctrofina. the large Belgian 
natural resources company - 
and two futures, one on 
Belgian government bonds 
(BGBl and one on the 
three month Belgian interbank 
offered rate iBibori. 

Even leaving aside the 
technical problems, this has 
been a difficult teething period. 
The cornerstone of futures 
trading was supposed to be the 
BGB future, which Belfox 
hoped would capitalise on the 
success of the underlying 
government bond market. But 
after a reasonably buoyant 
start, volume collapsed in June 
and July. 

Mr Vermeirun puts the 
slump down to the relative 
inexperience of the Belgian 
market, combined with 
competition from the market 
in German Bund futures. Some 
investors thought they could 
hedge their Belgian franc 
exposure in the German 
market - relying on the fact 
that the franc is tied to the 
D-Mark. In addition, the more 
liquid German market could 
offer narrower spreads to 
futures dealers - two to three 
basis points, rather than eight 
to 10 on Belfox. 

That gap has now narrowed, 
according to Mr Jos Schmitt, 
Belfox general manager, with 
the Belgian exchange offering 
a four to five basis-point 
spread. Mr Schmitt also 


bclirvis ■nve.-itors liavv birum 
to realise thru they »\i:m.u 
cover all tlvir ri‘'.ks on the 
Belgian mwrki-1'* with nsi:?:1 
fulr.n*s. 

The .cinuition wi^ e.tMid hy a 
■■gentleman 1 '; agreume:!’" 
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fmuro volume nas i.-i Ihe 
doldrums. The 
:ik r n.e<! to ilea! ,i minimum 
number nf BGB futures 
contracts until the end u! ill..- 
year. The efleet on IKill 
future?. has been 

drant.itie: between Apr:! -on! 
August volume only >at:!mi>h- 
aliy hurst through a daslv 
average of enutr-nts 

dealt, and was mostly Ivkiu 
5iX». but in the las: two ■.’.-••••ks 

investors may have 
begun lo realise that 
they cannot cover ail 
their risks on ihe 
Belgian markets with 
Bund futures 

of October, volume aw ratted 
2,»ia contract:, daily. 

Financial in-u:n:t:on> :mv. 
seem to be ilc-ahm; mntractN 
voluntarily, but i: ts clear that 
the fir-=l month:; of next '.c-ar 
when ihe gi-it tie man's 

agreement is suptiosi.-d 
expire - v.il! be crm i.ii. 

The options market, which 
has laced stifl i i>;:ipi-:itwt;i 
from she b«:er r'-:ab!;*:i.. , d 
Amsterdam exchange, u in 
need of mure products. B;. 
mid-February !t»?lf.>\ 

hopes options wsl! be avadable 
on some of Belgium’s other 
large .shares such as 
Ek-ctnibcl. Socicte Gellerale ill- 
Belgique. Sulvav. Unum 
Mini ere, GIB Group, and the 
large b;mks - a.-, well as a 
future and an option un the 
Bel-20 index of top Belgian 
stocks. 

But Mr Vermeiren is not yet 
prepared to declare victory in 
ius campaign tu educate scep¬ 
tical investors in the delights 
of futures and options trading. 
"I hope [the market] is 
recovering, but honestly 
speaking I have some doubts." 
he says. “I think It will only 
recover fully when we have a 
complete system and products 
on the [stock market| index.” 
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O NE of the better books 
tm Belgium appearing 
this autumn had the 
modest title: "The Belgians”. 

Sponsored by the Foreign 
Ministry and the Office for 
Foreign Trade, it offers a reed- 
able, well-illustrated account 
of Belgium's history, its gov¬ 
ernment and its multilingual 
culture, interpersed with dis¬ 
arming nuggets of information 
such as: “Since the end of 
World War H, -Belgium has 
already had 36 different gov¬ 
ernments.* 

The divisions between a 
Flemish North and Walloon 
South may have left Belgium 
politically weak; but from an 
economic standpoint, the coun¬ 
try has remained surprisingly 
resilient - to the point where 
its increasing regionalism may 
be less of a national handicap 
than is often imagined. 

“The Belgians" was pub¬ 
lished just before a long week¬ 
end of horsetrading between 
Mr Jean-Luc Dehaene, the 
prime minister, and the lead¬ 
ers of the four main parties in 
his government It culminated 
in what may prove a historic 
compromise between the Flem¬ 
ish and the Walloons. If passed 
by parliament it will redraw 
the map of Brigham as a fed¬ 
eral state, wrapping up the 
thir d stage of constitutional 
reforms first set out in 1988. 

Part of the plan means that 
the regions wfll assume new 
responsibilities from the 
national government notably 
for agriculture and foreign 
trade. Responsibility for scien¬ 
tific research and for legisla¬ 
tion concerning social assis¬ 
tance agencies will be shared 
between the regions and the 
communities - the other main 
political divisions built around 
the Dutch, German and French 
languages. 

From an investor’s point of 
view, the three increasingly 
autonomous regions - Brus¬ 
sels, Flanders and Wallonia - 
stress tha t the reforms will 
not change the long-standing 
decentralised approach to Job- 
creation. Mr Philippe Mays- 
tadt, Belgium's finance minis¬ 
ter, mnifac dear that the three 
will market themselves in the 
gfl Tnfl way as other European 
regions, such as Bavaria or 
Catalonia. - 

Each Belgian region has 
developed Its own distinctive 
-sales pitch. In Flanders, the 
accent is oh its location at the 
heart of the European single 
market due to come Into effect 
on January 1. 1993. Equipped 
with the three major seaports 
- Antwerp, Ghent and Zee- 



Liega In WaBoflim welcoming Ihe Japanese 

Flemish-Walloon compromise 

Regionalism 
may not be such 
a great handicap 


brugge - Flanders has first- 
class, toll-free highways 
backed up by a dense railway 
network which puts London, 
Paris, Bonn, Cologne and Dus- 
seldorf all less than 300km 
away. Not unreasonably, the 
region can lay claim to being 
ideally situated as a test mar¬ 
ket for northern Europe. 

Indeed, there are times when 
what regional officials call 
“Flanders/Belgium” is por¬ 
trayed almost as an extension 
of Netherlands and Germany 
in terms of productivity, low 
inflation, and *Miiad r multilin¬ 
gual workforce. With only SB 
per cent of the Belgian popula¬ 
tion, Flanders accounts for 74 
per cent of the country’s 
exports to Europe. 

Automobile sub-contracting 
is an important s o urce of jobs 
sj pra Ford, General Motors, 
pawnnlt and Volvo plants are 
all nearby- Ms Josee Menken, 
managing director of Flanders 
Investment Office, stresses 
that smalL clean, high-technol¬ 


ogy businesses such as micro¬ 
electronics are what the region 
wants. But Europe’s deflation¬ 
ary cyde has made It much 
harder for Flanders to pull in 
foreign investment, with com¬ 
panies postponing decisions 
until early next year, she adds. 

Wallonia’s experience this 
year is similar. The region has 
largely recovered from the. cor¬ 
porate horror story of the late 
1970s, when steel and glass 
industry closures took their 
toll; but unemployment is still 
between 12 and 14 per cent, 
forcing the Walloons to dream 
up new Ideas on how to sell 
Itself to the outside world. 

One aim is to revive Wal- 
lonia’s pioneer heritage in 
industry. Walloons set np a 
steel plant In Sweden around 
1800, and the first glass manu¬ 
facturing operation in Japan 
in the late 19th century. 

Mr Jean-Marie Agarkow, 
deputy general manager at the 
office of foreign investment, 
describes the pioneer theme as 


similar to an American Wild 
West movie; but this time the 
“goad guys" In white hats are 
the Japanese who are being 
welcomed in Wallonia with a 
fervour more readily associ¬ 
ated with job-hungry Britain. 

One of the latest Japanese 
Investors Is Tsuji, the Osaka- 
based school for cooks. Tsuji 
bought a chateau near Mons 
for BFr30m and is prepared to 
pot in a total of BFrl 10m to 
train Japanese cooks for six 
months in the fine arts of Bel¬ 
gian and European cuisine. 
Pushing the Brussels bureau¬ 
cracy to ease up on visa 
restrictions was a bit of a 
nightmare, says one Walloon 
official, bat in the event it 
worked. 

Wallonia has moved faster 
than Flanders to adjust to EC 
demands that richer countries 
(such as Belgium)- rein tn 
national investment assistance 
to their own regions, so as to 
avoid undermining the effect 
of Community aid to poorer 
member states. The Walloon 
response was typically practi¬ 
cal: the definition of a srnall- 
to-medinm business was raised 
from its original level of a 
company employing 40-to-70 
people to the EC level of 250 
people and BFr20m turnover. 
These companies can now 
expect tiie same level of tax 
write-offs or capital relief of 
up to 21 per cent, pins some 
aid if the; locate in a special 
assistance area. 

For much of the late 1980s, 
Brussels might have looked up 
at its nose at such Induce¬ 
ments. With its newly-minted 
image as the “political capital 
of Europe”, Brussels seemed to 
be riding the crest of a wave 
created by the single market 
1992 project. More recently, 
the economic downturn has 
dented confidence. 

Some 15,000 civil servants 
work in Brussels, three-quar¬ 
ters for the European Commis¬ 
sion. With families, that 
means 37,000 people. If one 
includes the growing press 
corps and the diplomatic 
corps, conference goers, lobby¬ 
ists and International visitors, 
this group alone is estimated 
to generate BFr22.5bn, of 
which all but BFrl.Sbn stays 
in Belgium. This combination 
of spending power and politi¬ 
cal influence Is the real draw¬ 
ing power of Brussels - even 
if it has a long way to go 
before It can match Washing¬ 
ton DC, the capital with which 
it Is often compared by Euro¬ 
crats. 

Lionel Barber 
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Thu saxophone was invented bv 
Apoi.phu S.\x in Wallonia. Bli.giusTs 
French-speaking Region, and .\gassi 

PM VS WITH A CARBON FIBER RACKET 
CONCEIVED AND PRODUCED BV DON NAY 

in Wallonia - small wonder since. 

ACCORDING TO THE I'S LABOR PORCH 
REPORT. WAI.LONIA'S PRODUCTIVITY 
IS ONE OF THE HIGHEST IN EUROPE. 
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AT THE LEADING EDGE 

OF FINANCE 
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Belgium has pursued a strong exchange rate 
policy linked to the DEM since June ’90. 

This poiicy has proved quite successful as the 
BEF has ranked systematically at the top of the 
European Exchange Rate Mechanism (ERM). 


Interest rates on t hroe m on th 
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The favourable reaction to the strong currency 
policy has been translated into a rapid decline 
in the interest rates spread againstthe strongest 
EMS currencies, as Belgian short-run interest 
rates have closely shadowed trends in German 
rates during the last 2 years. 

During the recent currency crisis in Europe, the 
Belgian National Bank intervened for about the 
same amounts as the Dutch central bank to 
support the weaker currencies of the ERM. As 
a result the BEF was considered as a refuge 
currency with the short-run capital inflow in BEF 
during the month of September, amounting up 
to BEF 122 billion or 1.7% of GDP. 

Helpful fundamental developments underlying 
the strength of the BEF include the sustained 
and comfortable annual surplus in the current 
account of 2% of GDP or more during the last 6 
years, a figure which will also be reached in 
1992 and 1993. 


Consumer prices 
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Belgium has traditionally performed extremely 
well on the inflation front, and with annual 
inflation at 2.2%, it currently enjoys one of the 
lowest rates in Europe. 


Economic growth 
(envoi pefcentapa c h anges of QNP) 



The performance on inflation goes hand in hand 
with an economic growth rate better than the 
ERM average, even in 1992. 


Public finance 

(General Government percentages of QNP) 
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Belgian public finances are progressing in a 
positive manner. The Belgian government has 
run a primary budget surplus (i.e. revenues 
minus expenditures excluding interest char¬ 
ges) since ’84. This surplus amounts today to 
5% of GDP. the highest in the European Com¬ 
munity. 

Moreover, the government’s convergence plan 
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to phaselll of the European Monetary Union 
implies a public deficit of less than 3% by the 
end of 1996, a target well within the possibilities 
of the public finances. 

All these items should and do reduce possible 
market concerns about the strength of the BEF 
in the future. 
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The credibility of the monetary poiicy Is re¬ 
flected not only in the level of the Belgian short- 
run interest rales but also in the long-run inter¬ 
est rates, today about 8.1 % and down from a 
200 basispoints spread with the German level 
2 years ago to 65 basispoints now. 

Moreover the liquidity on the secondary market 
of government securities has improved consid¬ 
erably. In monthly terms, thevolume has gone 
up from about BEF 220 billion eariy *91 to 
BEF520 billion in the secondquarterof ’92, with 
an average yearly turnover ratio of about 5. 
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The financial markets reacted to these devel¬ 
opments with due enthusiasm: during the first 
9 months of '92, the long-run capital account 
showed a surplus of BEF 191 billion (or 2.7% of.! 

GDP) versus BEF67 billion during; 
.jJ the same period last year. 
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Mg As a result, the basic balance of ;■ 
m payments (i.e. the sum of the cunbrit 
W account and the long-term capital ao- ; 
W count) jumped up from BEF147 bffllon in . 

■ the first 9 months of*91, to BEF272 billion 

up to September ’92. Concurrently, the; 
official balance of payments improved from a- 
surplus of BEF 8 billion (3 quarters ’91) to : 
BEF141 billion during the first3 quarters oF92, ; 
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